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FIND THE MAN FROM PHILADELPHIA! This It couldn't have been more efficier his hundreds of men out of 12 different Di- 
modern Peneles sub-station is 500 miles firn 1-T-E Cireuit Breaker corpear Wis risions Instead ola bale of rent-a-car 
from his home office. He eot here in less one of the first to use the new Avis Corpo bills and vouchers — each accounting o 
than 4 hours. He came by plane and he’s rate Travel Plan. New print-o-matie credit fice gets only ONE monthly invoice. It 
standing beside the eleaming Avis Ford cards save red tape and pape york (neo identifies and allocates each charge. The 
he drove trom the airport Phere was ne cash needed! Th 


eV assure easy acco t fois Corporate Travel Plan is the great 


wasted time! The trips couldn't have been ne ce ntrel of all car-rental « reves est time and monev-sacer that ever hh p 


quicker... or more convenient for him! Saves the L-T-E Comptroller: “We ‘ pened in the car-rental busines 





What Will Tomorrow's 


Telephones Be Like? 


This country is going to be needing 
1 lot more communication service 
the vears ahead. Matter of fact, 
the need is with us right now 
Just the great increase in popula- 
tion (there will be 40.000.000 more 


} 
| 
| 


peopic in the U.S. bv 1970) means 


that we'll be stepping right along to 


keep ahead of our customers’ needs 


The greatest progress will come, 
as it always has, from the Bell Svs- 
tem’s unique concept of unified re 
search, manufacturing and operation 
that has given this country the best PICTURE OF TOMORROW. \\'il! tomorrow's telephones 
telephone service in the world designed for cach room? W 

?> WW 

\ vital part of this concept is al \ 
wavs to look ahead and not back 
Manv new things are already at hand 

omimunicatc 


T } matter how 
New instruments will provide an 


ever-widening choice for our cus 
tomers. Improvements in trans 
sion and the development of 
mic switching will make out 


faster and more versatile 


Phere are some tremendous poss 
bilities in the use of telephone facil 


; 


ties for enabling business machines 


BELL TELEPHONE; SYSTEM ( £8) 




















+ WRITE AVCO TODAY. 











Avco: Men and Machines for Defense. No amount of lost motion can be endured in 
America’s space-age defense programs. Progress must be swift and continuous. Avco, alert to its 


needs, helps to maintain America's strength: Avco Research Laboratory—investigating problems 





in gas dynamics and space technology; Crosley—weapons systems, radar, communications, air- 
craft and missile structures; Lycoming—aircraft, marine, industrial power plants; missile sub- 


systems; Research and Advanced Development Division—basic and applied research in elec: 
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tronics, physical sciences, and advanced engineering. 


Aveo 


AVCO MAKES THINGS BETTER FOR AMERICA /AVCO MANUFACTURING CORPORATION / 750 THIRD AVENUE, NEW YORK, N. % 
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From the files of the American Canver Society 


Yes! 


I had cancer 


“é 


MANY PEOPLE think cancer is 
incurable. They’re wrong and I 
can prove it! So can 800,000 
other Americans like me. 

“On a gray morning in No- 
vember, 1942, a specialist con- 
firmed the diagnosis of cancer 
made by my family doctor. What 
he had to say reassured me. 


“He explained that, thanks to 
my habit of having yearly check- 
ups, my doctor had caught the 
cancer in its early stage. It was 
localized and it could be com- 
pletely removed by surgery. So, 
here I am as hale and hearty as 


if I'd never had cancer!” 


That was 15 years ago, when 
only 1 out of 4 persons with can- 
Today, 
thanks to improved methods of 


cer was being cured. 


treatment, and earlier diagnosis, 


1 person in 3 is being saved. 


And with present knowl- 
edge, it can be 1 in 2 
one observes two simple precau- 
Have a health checkup 
annually. Keep alert for cancer’s 
seven danger signals. 


, il every- 


tions 


Progress in the American Can- 
cer Society's fight against cancer 
depends on the dollars donated 
for its broad, nation-wide pro- 
gram of research, education and 
service to the stricken. 


Help toswell the ranks of peo- 
ple saved from cancer. Fight Can- 
cer with a Checkup and a Check. 
Send a check mow to “‘Cancer,” 
care of your local post office. 


AMERICAN 
CANCER 
SOCIETY 


READERS SAY 


The Common Market 


Sir: Forses deserves praise for pre- 
senting its seminar on the Common 
Market (“Europe's Common Market,” 
Dec. 1). I was delighted to know that so 
many U.S. businessmen are alert to the 
problems and opportunities of a United 
Europe 

But one thing disturbed me. Why was 
nothing said about a US. trade policy 
which makes it difficult for many for- 
eigners to do business in this country? 
We had better reconsider our tariff and 
quota policies in this connection. Re- 
member that discrimination against 
Dutch cheese or German bicycles could 
really boomerang against us when they 
involve, not just the products of a single 
small nation, but the mighty Common 
Market 

Let’s by all encourage the 
Common Market and try to profit in it 
But let’s not neglect to make our own 


means 


tariff and trade policies free enough to 
encourdge this powerful new economic 
entity to keep its walls free, too. It is 
up to us to set the example 

THEODORE BRACKEN 
Cambridge, Mass 


Sir: Congratulations on the _ public 
service In sponsoring the special seminar 
Common Market and re- 
Com- 


panies which see far enough ahead will 


on Europe 


porting to us on the discussion 


undoubted], h; 1 the years ahead in 
the profits We 


tion can bring 


European coopera- 


LAWRENCE GETTING 
St. Louis, Mo 


Consumers’ Ene 


SIR I found Forses’ article on A&P 
(“The Final Bastion Falls, Dec 1) 
rather alarming, perhaps because of my 
role as a budgeting housewife, perhaps 
from an inadequate grasp of some prin- 
ciple of economics 

“Another change hoped for by Wall 
Street,” you write, “is a decreased em- 
phasis by A&P on 
Why should the financial world wish to 


price competition.’ 


discourage the price competition which 
in my understanding is a cornerstone of 
capitalism? It surely casts the Street in 
the role of villain to the consumers 
Mrs. James E. BLacKweLti 
Cincinnati, O 
FORBES was nply pe ting up tl 
usual nature old Hartford n 
agement 


} 
limited 


The Romance of Big Business 


Str: With each issue I enjoy your 
magazine more and more The Western 
Union article (“The Lady & the Tramp,” 
Forses, Dec. 1) was not only 


tive, but was historically fascin 


informa- 
ating and 


instructive 


Who says there is no romance in 
business? 
E.mer S. Friepserc, O.D 


Pottstown, Pa. 


Str: As a rival to Western 
President Walter P. Marshall, whose 
name you call “the most published mon- 
icker in the world by virtue of its ap- 
pearance on some l-billion telegram 
blanks a year,’ I should like to put for- 
ward a claim on behalf of Ivy Baker 
Priest 

The name of the Treasurer of the US 
appears on all silver certificates, US 
notes and Federal Reserve notes 

Which in fact is the most published 
name? 


Union 


Cooper S. Patrick 
New York, N.Y 


Mrs. Priest's, as Reader Patrick rightly 
suggests. Reports the U.S 
Printing & Engraving: in 
around 1,205 million silver certificates 
34.6 million U.S. notes, 4469 Federal Re- 


serve notes were distributed—Epb 


Bureau of 
fiscal 1958 


{ Commuter’s Plea 


Sir: For several years we have wit 
nessed the spectacle of railroads asking 
permission of regulatory authorities to 
abandon certain money-losing passe 
runs. Now we have two railroads 
high Valley and Delaw ire Lackaw: 
& Western) threatening to quit the 
altogethe: Nor is the end in sight 
every road—with the exception 
Long Island Rail Road helped D) 
munity tax waivers re 
its passenger service 

This is no special p 
roads, which have been 
terms of service and 
Rather, it 


armies of comm 


many years 
growing 
out of the trend to the suburbs 
familiar with the bumper-to- 
traffic in and around the big 
knows that the 
ration point Is not lar away at 

the New York metropolitan are 
very region that Lehigh and Lacka\y 
na would abandon 


of the country 


One may be for subsidies or agains 
subsidies, but it is difficult to justif\ 
subsidies for highway travel and refuss« 
them to the competing railroads. Sure 
there’s no simple solution to the 


prot 
solved if 


lem, but nothing will be 
fail to recognize the growing peril 
our basic transport systems 

CHARLES Morris 


White Plains, N.Y 


Stock Dividends 


Sir: In his “Fact and 

imn entitled “Are Stock Dividends 
Real?” (Forses, Dec. | Malcolm Forbe 
writes We at Forses are incline 
agree with those who argue that stock 
dividends tend to dilute the equity and 
their ultimate effect is simply the shift 
ing about of pieces of paper.” 
Theoretically this may be correct, but 
in practice no! As an investor, I would 
rather have the “pieces of paper” of, say 

CONTINUED ON PAGE 8) 














NINETY-EIGHT + 


Every 1959 Oldsmobile has the smart new “Linear Look’’— trim, light, wide-open, spacious! Inside and 
out it’s aglow with bright ideas — safer brakes, improved visibility, smoother ride, more luggage room. 
Yes, and a brand-new Rocket Engine, too! An engine that is incredibly smooth, the most efficient 
Rocket yet. Think a moment. Isn’t it time to step-up to an Olds —acknowledged leader in the medi 


»smOoB 


class! Talk it over with your local authorized quality dealer. GENERAL MOTOR 


OLDSMOBILE «ck\ SO 
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TRUCK USERS! 


here’s how to 
“OWN” your trucks 
worry free! 








-” a . . 
LEASE... for Profit! 
Use nationalease, the preferred service that doesn’t add to your costs 
. but saves. Saves unproductive capital and management time now 
spent on your trucks. When you lease a CHEVROLET ... or other fine 
truck ... from the experienced independent nationalease firm in your 
area, you are assured an arrangement which ably 

meets your local service and equipment needs. 
, oan Write us for the name of the nationalease com- 
HEE ease pany in your area, and descriptive brochure. 


NATIONAL TRUCK LEASING SYSTEM 


Members in principal cities in the United States and Canado 


23 E. JACKSON BLVD., SUITE R-1 ¢ CHICAGO 4, ILLINOIS 


AMERICAN NATURAL GAS COMPANY | 


A NEW JERSEY CORPORATION 


MICHIGAN CONSOLIDATED GAS COMPANY MILWAUKEE GAS LIGHT COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY AMERICAN LOUISIANA PIPE LINE COMPANY 
AMERICAN NATURAL GAS PRODUCTION COMPANY 


AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBUTION 
SYSTEM WITH MORE THAN HALF A CENTURY OF SUCCESSFUIL 
OPER ATION—SERVING MORE THAN A MILLION CUSTOMERS 

—CONTINUING ITS EXPANSION PROGRAM 


READERS SAY 


(CONTINUED FROM PAGE 6) 


[Ernest] Henderson’s Sheraton — stock 
dividends than the former vulnerable 
frozen, cash surplus of old [Sewell 
Avery’s Montgomery Ward 

—A. M. Peperso: 
Tomah, Wisc 


Sir: Your “Fact and Comment” articl 
dealing with stock dividends was highly 
enlightening. The important thing to re 
member, it seems to me, is that you 
simply can’t generalize about them 

You have the great growth companies 
which need large sums of cash, hencs 
restrict cash payout to nominal or mod- 
est amounts, supplementing cash wit! 
stock It's a feature, assuming the 
growth potential is there, that appeals to 
longtime holders of stocks interested 
capital gains. Anyone who understands 
compound interest can appreciate how 
repetitive stock dividends paid by Gulf 
Oil or IBM or Addressograph-Multi- 
graph mount up 

It also seems to me that the same ar- 
gument made against stock dividends 
could be made against stock splits. And 
where would IBM, General Motors o1 
U.S. Steel be selling today had they not 
been split? Surely, beyond the reach o 
the ge neral public 

Epwin W. WIson, Jt 
Philadelphia, Pa 


Sir: What do you mean saying stock 
dividends are merely “pieces of paper” 
Doesn't the fact that some of our great 
est growth companies use them (IBM to 
mention just one) argue more eloquent 
ly than your theoretical objections t 
“equity dilution”? 

RONALD STEAI 
Chicago, Ill 


Str: I don’t know that I quite agre« 
with your saying that stock dividends 
are merely pieces of paper. But I'm glad 
someone finally spoke up against the 
cavalier fashion in which too many 
managements dilute stockholders’ equity 
simply to advance whatever happens to 
be their objective of the moment. Money 
can be scraped up other ways—borrow 
ing or reduced dividends, for instance 
But equity, once diluted, remains diluted 
forever 

AnpbrREW M. MELLot 
Seattle, Wash 


In the Soup 


Sir: Campbell Soup's President Mu 
phy certainly said a mouthful when 
named the housewife as his company’s 
biggest competitor (“Bubbling Merrily 
FORBES Dec 1) Anyone who know 
much about the young women the na 
tion’s high schools and colleges are now 
turning out realizes that they could no 
more make a real soup of its basic 
gredients than I could fly 

Wall Street may have its own reasons 
but that is why I am in Campbell Soup 

Georce Y. REILLY 
Chicago, Ill 
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close-ups and panoramas— 


Every agency must have a close-up of each client's 
husiness—-that’s routine. A broad view 


of business in general is essential. too. 


AF-GL offers both in unique degree: Few agencies 
serve accounts more varied. None has heen serving 


advertisers longen than our 80 plus vears. 


Clients tell us that oun exposure to so many kinds o 
business for so long helps eive us a better 
picture of their own problems. And often) produces 


results in areas they hadn't focused on before. 


We would weleome an opportunity to discuss your 
advertising or public relations goals and help vou 


appraise vour present efforts to achieve them 


AF-6L 


ALBERT FRANK-GUENTHER LAW, INC. 


Advertising * Public Relations « 131 Cedar Street, New York 6, N. Y. 


PHILADELPHIA BOSTON CHICAGO SAN FRANCISCO LOS ANGELES 


TRENDS & TANGENTS 


Look for more common-stock flotations 
next year. Even though the tax ad- 
vantages of issuing bonds are still 
attractive (roughly half the interest 
is paid with tax money, while divi- 
dends on stock must be paid out of 
after-tax net), the pendulum is swing- 
ing in the other direction. Reason 
with price/earnings ratios pushing to 
new peaks daily, corporations are able 
in effect, to raise more cash on the 
same earnings 


Grumman Aircraft‘’s “Gulfstream,” 
new executive turboprop, is costing 
plenty to develop. During the nine 
months ended last September, re- 
ported the company, earnings were 
off 72°). (to 62c a share) from 1957 
despite a 9.3°, gain in sales (to $161.2 
million) Without the Gulfstream 
write-offs, Grumman would have 
logged an increase in net. The air- 
craft firm hopes to recoup its invest- 
ment in 1959, however, when most of 
the 40 Gulfstreams now on order will 
be delivered 


Threadbare profits for clothing mar 
ufacturers characterized 1958. Rea 
sons: tightened competition and pric« 
pressure that forced earnings dow! 
“break-even” points up. The indus 
try's profit margin fell to just over ! 
cent on the sales dollar (vs. 4.8c for al 
manufacturers), lowest since 1938 
Hardest hit: the smaller firms, ac- 
counting tor 50 of total clothin 
output 


Alaska is already feeling growing 
pains. With revenues of only $23 mil 
lion in sight for 1959, officials of the 
new, northernmost state are trying to 
squeeze enough cash out of the econo- 
my to pay for a proposed $33-million- 
a-year state budget Reason for the 
pinch: with the new year, Alaska 
faced with taking over many service 
formerly paid for by the Federal Gov 
ernment. Among them: the buildins 
& maintenance of highways, schools 


and courthouses, police protection 
* * . 


Most Wall Street brokers’ carning 
boomed in 1958. Reason: the reco 
volume in the year’s bull market 
coming on top of their 13°. boost 
commission rates. As a result, mar 
brokerage houses passed out Christ- 
mas bonuses equivalent to seve 
months’ salary 

(CONTINUED ON PAGE 13) 
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Beauty...Economy and Roadability. . . 


_.. that no conventional wagon can offer’ 


Pontiae for “59 with exclusive Wide-Track Wheels off 


rs a iithe 
unlike any others in America. In Pontiae vou get long. low, crisply tail 
heauty that no narrow gauge cars can ofler. You fet unsurpasses 


ibilitv—Pontiae’s Wide-Track Wheels hug the road. take 


swav out of curves. give vou the smoothest ride vou 





if its economy you re after, Pontiac’s deep-chested new Pempes 


s the engine for vou! This remarkable new powel plant made \V-8 
by setting a NASCAR supervised coast-to-coast economy mark o 

gas—only |'2¢ per mile at an average sp ed of 40.2 m.op.h.! (If vou 
the ultimate in action, drive Pontiae’s companion engine, the Tempest 420 
(merica’s most advanced V-8.) Get all the facts and you'll get a Pontiac! 


PONTIAS MOTOR DIVISION 


T IAC! America’s Number (4) Road Car 
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you’re as big as you think 


Only a boy. But his thoughts are far in the future. 
Thinking, dreaming, his mind sees more than his eyes do 
So with all boys...or business. Vision, looking beyond 
the commonplace, finds new things to do 


And growth, as it always must, follows where mind marks the way. 


From natural gas and oil... heat, power, 


petrochemicals that mean ever wider service to man. 


TENNESSEE GAS TRANSMISSION COMPANY 


LEADING PROVIDER OF ENERGY NATURAL GAS, OIL AND THEIR PRODUCTS 


DIVISIONS 


SUBSIDIARIES. Midwest 
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TRENDS & IANGENTS 


(CONTINUED FROM PAGE 10) 


Despite the nation’s need for engi- 
neers, fewer students are picking it 
as a While freshman enroll- 
ment was up by 7.1‘; across the U.S 
compared with 1957, a University of 
Cincinnati 
of engineering freshmen has dropped 


career 


survey shows the number 


by 7.6°,. Largest enrollment gains: in 
teacher's colleges and the educational 
(up 18.6°, 


divisions of universities 


from 1957’s figure) 
* ° . 


Riding high, French automakers ap- 
pear sure to set new production and 
1958. Already the 
automobile-manu- 


records in 
No. Four 
facturing nation, France is practically 
certain to make more than one mil- 
lion cars this year, with the overseas 


export 
world’s 


quota comprising almost a quarter of 


that figure 
. ° + 


Railroad disrepair may be the car- 
riers’ prime problem in 1959, indus- 
By deferring their 
harder-hit 
But, 
by the same token, they may hardly 
be in a position to provide for a sud- 
den 
the recession ends. In the worst trou- 
ble: the Pennsy, which in November 
had 22.8°, of its cars in need of repai: 


try observers feat 
maintenance 
railroads temporarily cut costs 


programs, 


rise in carloadings, possible as 


“We, the People’ was Wall Street's 
longtime nickname for huge Merrill 
Lynch, Pierce, Fenner & Smith, the 
nation’s largest brokerage house 
(350,000 customers). This month the 
firm, now a partnership, becomes a 
in effect, “We, the Peo- 
the 
assure a permanent supply of capital 


corporation 


ple, Inc.” Reason for move: to 


Commercial jet-engine sales may to- 
tal over $1 billion by 1975, 
General Electric. Factors in the pre- 
dicted growth 


estimates 


an expected doubling 
of air traffic in the next eight years, 
the late 1960s 
contenders for com- 


which triple by 
The 
mercial jet-engine contracts are ex- 
pected to be GE and United Aircraft’s 
Pratt & Whitney 
U.S. leade 


on a commercial ve 


may 
principal 


division, now the 
GE is pinning its hopes 
J-79 
power plant it now supplies for the 
F-104 fighter. B-58 bombe: 


rsion of the 


Toy manufacturers’ sales fell 4° 
last year from 1957. according 
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The Loeb Formula 
for 


Stock Market Profits 


HY DO SOME “foolhardy” peo 
make the stock 
market. while some of the most cautious 
What is 


pre seTVing 


ple 


Money in 


people “lose their shirts’ 


the 


multiply ing your 


hast secret al and 


nest egg? 
ston k 


and 


family 


After 35 vears as a market 


broker 


hore 


investor, writer advisor 


G. M. Loeb is 


ever of the answer: 


convinced than 
most investors have 
mistaken about financial 


deas rue 


safely 


According to Mr. Loeb. a Partner in 
the famed brokerage firm of bE. F. Hut 
ton & Company, it is actually safer to 
put a small portion of your capital in 
a well chosen speculative stock and 
keep the rest of wt idle than it is to 
“safe” blue-chip stock 
why. based facts 


wealth of essful 


put all of it in a 
And he tells 


drawn 


tipo 


from his 


experience 


This is just some of the startling ad 
vice given in his unusual how-to-invest 
book. “THE BATTLE FOR INVEST 
MENT SURVIVAL (100.000) copies 
have already been sold!) And here is 


some more 


Jinviit 


The hact 
stock is 
held boy 
ment-trusts ts 
wood 


reason for buving 


‘Dollar 
ng Is. most of 
the time 
ing good 


after bad 


Diversification can profits 


that i 
widely 
mnvest 
not 


always ] 


averag 
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Loeb's daring rules so 
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money aim 


makes 


Hnpressive Is 


is not an iwory-tower 
theorist who has merely tested his ideas 
tea her 


“on paper Instead he is one 


who for 35 vears has practiced with 
cold cash what he preaches. And with 
big-profit’ results—-for, as Vewsweel 
Vaga: 


by a man who has 


written 
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check 


your plant sit 
requirements 


3... against what the Union Pacific has to offer you 
in the 11 Western states it serves. In all probability 
you'll find exactly the plant site you seek. Simply 
get in touch with your nearest U.P. representative 
or contact us direct. 
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TRENDS & TANGENTS 


industry estimates But there was 
a heavy pre-Christmas buying rush 
As a result, those few firms with 
enough cash to build really big inven- 
tories may have grossed as much as 
12°, more than the previous yea 


A revived bond market is just so 
much talk so far, says Thomas A 
Larkin of Wall Street's Goodbody & 
Co. But, points out the broker, ther 
is stepped-up public interest in con- 
vertible bonds which are not first- 
grade (Forses, Nov. 15), but which 
are rising along with the common 
shares into which they are convert- 
ible. Example: while Minneapolis- 
Moline was rising above 20 in late 
1958 after selling for as low as 75x, it 
convertibles soared from 55 to 97 


The ‘‘Memphis Decision” reversal by 
the Supreme Court sent many inves- 
tors scrambling tol natural-gas equl- 
ties. But shrewd traders went furthe 
afield. Result: a one-day run-up of! 
442 points (over 10°, ) in Milwaukee's 
A.O.Smith Corp., an important sup- 
plier of steel pipes to the gas-pipelin« 


companies 
e e e 


For the camera companies it was 
banner yeal Notable examples 
Bell & Howell, Polaroid, Eastman Ko- 
dak (which got a considerable lift 
also from its fiber. chemicals and 
plastics division). As a consequence, 
B&H and Polaroid shares advanced 
more than T00°, from their 1958 lows 
E.K. up 35 vs. 28°, for the DJIs 


Synthetic fiber-makers will intensify 
their price war in 1959, industry ob- 
servers predict. Du Pont recently 
cut its prices for Orlon and Dacror 
by 5 to 8 to head off expected 
competition from Eastman’s new Ko- 
del, North American Rayon’'s Naren 
Celanese’s Dacron-like Teron. As a 
result, promotion of the synthetics 
will probably reach a new high, and ¢ 
threat of over-production looms 


Over 85 billion paper towels wer 
used in the U.S. during 1958, fiftieth 
anniversary of the industry’s found 
ing, or 500 each for every man, womat 


| & child Moreover, while volume fell 


off in other industries, 4.3 more 
paper towels were sold than in the 


previous yeal 





WESTERN UNION FINDS BETTER WAYS TO SPEED IT IN WRITING 





2,000 written messages—on a wisp of air 


The first microwave system for written commu- This is one outstanding example of how Western 


nications was engineered and constructed by Union, pioneering in electronic communications, 
Western Union. Carrying 2,000 messages simul- adds new dimensions of speed to the written 
taneously over one high-frequency carrier wave, message. For American business, it means the 
this system instantaneously links major cities 
into an electronic network of communications. speed of light . . . on a wisp of air. 


sureness of the written record carried at the 


Telegraph Services 
Private Wire Systems 
Facsimile 
Microwave 
Data Processing 
Special Services 
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It takes a lot of spade work 


to build Americas second largest telephone system 


A field today, a factory tomorrow! That's the way General Telephone 
Territory is changing. 


Outside the crowded big cities, out where there is room to spare, new 
homes and new businesses are going up fast 


And so is the need for new telephones 


That's why Gen Tel is upping its 34% million phones at the rate of 15,000 
a month 


That's why Gen Tel is investing about $190 million a year in new con- 
struction and facilities 


On all counts, the demand is great. And so are the opportunities. The 


vigorous growth of the communities we call “home” is just getting into 
full swing 


Through sound planning and hard work, we intend to keep pace with 


GENERAL it—stride for stride 
7 General Telephone Corporation, 260 Madison Avenue, New York 16, N. Y. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE OUTLOOK FOR 1959 


At the end of every year, the editors and economists of 
Forses’ subsidiary, Investors Advisory Institute, Inc., make 
a detailed and comprehensive study on the business out- 
look for the year to come. Believing their findings to be 
of interest to all investors, I have asked them to summa- 
rize these findings for the readers of Forses Magazine 

Here, then, is IAI’s selection of industries most likely to 


do well during 1959 and its reasons for believing so 


ELECTRONICS 


The underlying growth trend of the electronics indus- 
try still remains more pronounced than that of business 
in general, despite some severely curtailed operations in 
certain areas during 1958. These were mainly in con- 
sumer electronic products (radio, television and ap- 
pliances) caused by excessive inventories. However, a 
notable pickup in demand during the fourth quarter of 
1958 (aided by increased selling prices, the stereophonic 
hi-fidelity boom and redesigned products) persisted and 


Viewed 


over the longer-term, this segment should enjoy a growth 


should gain momentum through most of 1959 


factor of about 50°. during the next five years from 
present levels. 

Further expansion of industrial and commercial elec- 
tronic applications is also indicated for 1959. This segment, 
which includes data-processing equipment, automatic con- 
trols, transformer, transmission and measuring equipment, 
has one of the best growth potentials of the industry in 
the next five year period—with the potential of doubling 
the current level of $1.5 billion in sales 


f 


The important military electronics segment is due for 


a substantial jump during the next five years. Expendi- 


tures by the Government are expected to rise to $8.5 


Construction Electronics Food 
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Processors Ketail 


billion from the current fiscal year’s $3.9 billion, excluding 
electronic instrumentation to be used for Space Age pun 
While 


a good part of increased military spending in the nea 


suits, which will add still more to total spending 


future will vo toward research projects for more advanced 
missile systems, those companies with proprietary prod 
ucts can be expected to have profits respond more rapidly 
to an upturn in billings 

One of the uncertainties in the electronic group fo 
1959 is the utility supplier. Although his backlog is rela 
tively substantial, new orders received in 1957 were only 


Hen ‘ 


shipments for 1959 will be below the past two years and 


10°. of those received in 1956, the last peak year 


new orders may not resume an upward cycle until 1960 


FOOD 


record 


Few industries can match the excellent growth 
of the food industry. Compared with total volume of only 
$16 billion in 1939, sales in 1957 topped $75 billion and ars 
expected to approximate $79 billion in 1958. Significantly 
the substantial increase achieved in the past year was 
accomplished de spite the recession pointing up the strong 
defensive, as well as growth, characteristics of the industry 

Although population increase and the rise in national 
income have contributed in large measure to the eve 
expanding market for food products other facto nave 
also played an important role. Chief among thes: an 
ambitious $100 million per year research p ‘ spon 
sored by food manufacturers to de velop new and i 
proved products (particularly those of a “convenience 
or ready-to-serve nature) These have been outstand 
ingly successful in upgrading the quality of food con 
volume quits 


and in ing the indust: 


Drugs 





A continuation of the industry's aggressive product de- 
velopment and equally aggressive merchandising, coupled 
with normal population increment and higher income, 
combine to produce a basically favorable outlook for the 
food industry in coming years. Current prospects indicate 
a 3°, -4% gain in sales during 1959, with at least a com- 
parable, if not better, rise in net profits for most leading 


companies 


CONSTRUCTION 


Estimates for new construction put in place in 1958 
indicate a rise of 1.5% to $49.7 billion from $48.5 billion 
in 1957 


are running substantially ahead on a year-to-year basis 


Building continues upward as contract awards 


Home starts have been rising since last April and total 


new construction outlays, 


disposable income, which held up remarkably well during 
the recession, has moved up steadily during the latter part 
of 1958 and appears certain to establish new records in 
the coming year. Preliminary estimates for 1959 indicate 
abcut a 5.8% gain over the 1958 total of approximately 
$310 billion 

Another factor influencing the retail picture is the re- 
turn of confidence to censumers. With jobs again be- 
coming more plentiful and layoffs less frequent, the pro- 
pensity to spend freely is expected to reassert itself, as 
the year progresses. Profitwise, most retailers should 
benefit from the more buoyant tone of consumer demand 
foreseen as gross merchandising margins, badly pinched 
by last year’s keen competition for sales, widen back t 


normalcy 





seasonally adjusted, began 
an uptrend in May: the next 
six months reported record 
levels 

The bulwark of the in- 
dustry’s gain has come from Construction 


the residential, highway Drugs 


utility, commercial and farm ae ae 
categories. These have more 


than offset the decline in in- 
dustrial construction. Pro- Alverent 
jections for 1959 indicate Automobiles 
that new construction (not Banks 


including remodeling, repair Chemicals 


and maintenance) will ex- Finance Companies 


ceed $50 billion. a new rec- —— 

‘ : é ach $52 
ord, and could approach $52 didi 
billion 
Motion Pictures 
A disquieting factor in the 
Non-ferrous Metals 
esidential building picture 


is the question of available 
mortgage money by latte: Air Conditioning 
1959. However, any restric- Airlines 
tion in this direction is not Apporel 
expected to be severe, as Brewing 
tight money could choke off 





COMPARATIVE ECONOMIC OUTLOOK 
OF INDUSTRY GROUPS 


MOST PROMISING 


AVERAGE 


LEAST ATTRACTIVE 


DRUGS 


Despite intensified con 


petition, the ethical and 


proprietary drug group ex 
perienced its best year to 
Food date in 1958. Sales were 


Retoil Tre nearly 5 ahead of 1957 


but steeper costs held earn 
ings improvement down to 


more modest proportions 
Oi This was a strong showing 


Paper in a recession year and al 


Printing, Publishing the more impressive wher 


Rails it is realized that 1957 drug 


Rubber industry results were swol 


» | . 
Soop len out of proportion by 


heavy demand for both 


Textiles 
polio and Asian influenza 
Tobacco ‘ 
vaccines. Basis for the high 
Utilities 
state of the pharmaceutical 


industry s health rests with 
Carpeting new product introductions 
Shoes developed in a constant 
Suaer stream which have _ broad- 
ened industry earnings. Of 


special import for 1959 are 








the recovery. The longer- 

term outlook for construction is favored by prospects of 
a rise in family formations (requiring new homes and 
schools), an extensive highway program and a continuing 


expansion of industrial facilities 


RETAIL TRADE 


After getting off to a shaky start early in the vear, be 
cause of poor weather and recession influences, retail 
trade staged a moderately strong comeback in 1958. As 
a result, total retail sales in the past year are estimated 
to have comfortably surpassed the $200 billion figure of 
1957. Best showings in the group were made by the 
grocery chains and drug chain operators followed by 
the furniture, appliance, hardware, and building- 


stores 


Looking ahead, prospects through mid-1959 point to 


year-to-year sales gains on the order of 4°, -5°, for most 
forms of retailing, with a good chance that a new sales 


peak for the industry may be recorded in the full year 


Contributing to such an outlook is the fact that consumer 


18 


the expected ntroductions 
of new antibiotics, more effective steroids, tranquilizers 
and hypertensives, as well as of orally administered in- 
sulin substitutes. Other areas where the drugmakers aré 
coming closer to making major wonder drug break 
throughs during 1959 include: degenerative diseases, such 

heart and circulatory ailments, today’s leading caus¢ 
of death: cance the second ranking kille and menta 
disease, which still fills half of the nation’s hospital beds 
Tangible progress is also likely to be scored during 1959 
in developing new cures or palliatives for tuberculo 
(currently the sixth ranking cause of death) 
and virus diseases, even measle Ss 

Sales and earnings growth for the pha 
manufacturers will be fostered by (1) bigger and bette: 
directed research expenditures; (2) concentration or 
rather than on competitive low- 


profitable specialties 


volume items: (3) the materially lengthened life span of 
the population; (4) a tremendous unexploited foreig: 
market; and (5) increased ability and willingness, bot! 


ere and abroad, to employ more medical 
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GM Diesel makes industrial history 


all PUTOSE POWET 


V"’ and “in-line” engines which will add vast 


( ‘omb ines om New Basic 7 J i a nd power coverage to the present Series 71 and 110 


Thy . ‘* ’ . . ° “irs the new Series 53 1ese| comprising four bas m 
in-line’ Engines with its dealt es | 
version of the famous “il 


Proved “Jimmy” Diesel Une sore in tne Sore 5 


lower horsepower ranges as 


and “‘in-line’’ engines smaller, more compact 


l“o help industry | | its powe r nee ds. GM Diese | envy! new uses tor Diesel power 
neers have ce veloped the most compre hensive power ndustria isers 


‘ 


concept since they ploneered the small 2-evel Diesel * P ‘ ; 
our new \ il ene nes qvry piet 
‘ » ‘ t 


| sing only >} eviinder sizes, they have more thar widen the power range ol the 
doubled the number of basic engine Vastly increased new standards for low weight and sm: 
the horsepower range vet maintained the family power These ‘‘\ l’’ engines briny 


relationship and parts interchangeahb y tor whi than ever belore possible to tl 


t 


GM Diesels are famou struction, mining, petroleum, logging and mar 
clipat Ig } t si) » nN turboe road 
Sach engine features iu rie » LHdt H | W hie irb nharged 
ht weight, high eficiency, d ty liner pensive Production has started 
has beer estab] shed Or 
charged engines Will be avi 


and accomplist 


: “urbe \ dels t 
capable GM Series l Irbopower model 


Ww basi And now, whateve 
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NEW NEW 
; "2-71" "3.53 71 4.53 4-7) 
~ 3340 67 HP. 38 to 97 HP Sl to IB HP 51 to 130 HP 69 to 167 HP 
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with a whole new concept in power- 


ine « 


GM Diesel to do it for vou—faster, better, at less cost 


l'ruly, here is a whole new concept in Diesel power 
the All-Purpose Power Line. Get the full story by 
writing GM Diesel, Dept. F-1, Detroit 28, Michigan 


DETROIT DIESEL ENGINE DIVISION 
GENERAL MOTORS, DETROIT 28. MICH 
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announcing the a > 


MAGNETIC AMPLIFIER 
SOLID-STATE 


installed . .. 
In operation... 
The New UNIVAC Computer is already at work bringing savings 
to a number of users. This equipment is completely field-tested. 
Not a prototype! 


A bold new phase of business data processing is 
here! The New Univac Computer is the first in a 
new family of electronic computers distinguished 


for compact size and remarkably modest cost. 


Advanced solid-state design is a major engineering 
break-through. A variety of new, extremely relli- 
able devices have been engineered into the New 
Univac Computer... FERRACTOR” magnetic-core 
amplifiers, transistors, miniaturized components 
and printed circuits. 


Backed by more than 85 years of Remington Rand 
total systems experience, our aim is to bring you 
a more profitable operation in the shortest time 


possible. 


For additional information about this bold new 
phase of business data processing—the New UNIvAt 
Computer—simply call your local Remington Rand 
Univac sales representative or send for yout 
copy of new folder, U1218. Write to Room 1101, 
315 Fourth Avenue, New York 10, N.Y 


Rtemington. Fland Univac. 


DIVISION OF SPERRY RAND CORPORATION 


FIRST NAME IN ELECTRONIC COMPUTING EQUIPMENT 
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“THEY HIRED THE MONEY, DIDN’T THEY?” 


You can argue that the fruits of good management do not always appear 
on today’s balance sheet: there are sins of the past to correct and a fu- 
ture to provide for. But no management is worth its salt which fails to 
earn as much as it can for the stockholders whose money it has hired. 
PREPARING their Eleventh Annual Report on Americat Railroad's President Jame 
Industry, the editors of Forses were reminded of a FORBES { Measuring 
comment by Calvin Coolidge. The then President w 


Was 


supremely unimpressed with the excuses fi i the 


pronerea 


the risk that the manag 
highest rating 
by European nations for failing to pay their World We at Forses ha 
War I debts. “Well,” huffed an indignant Coolidgs risk. We take tl 
they hired the money, didn’t they?” We 

Silent Cal was somewhat innocent of the 


Ve 
‘ 
weigh men as 


subtle asked ‘How wel 


f international economics. There was 1 
matter of World War I debts than mere legalities gut short. Forses’ final 
this was unchallengeable: they had hired th: 


In the same way the managements of m 


nore to } vetting ) n it of 


ratings 
udgment in then 


cle 


a What Is Profitability? 
porations hire money from their stockholde: y 
return, by one of the most fundamental rules 


Enterprise capitalism, they are expected t 


ney 


What Kind of Stewardship? 


is in this sense that Forses each 

the measure of performance 

rations For this purpose one basi 

ade recessions there may be labo 

ges in style and technology and Acts 

Is not primarily to deal with these that 

alled t the exec | 
stockholders 
managements 

1 task Forses 

have beer 

inves 


adequate 





YARDSTICKS OF PERFORMANCE 








COMPANY 





Medion figures: 
223 companies 
in FORBES survey 


They 


falling 


“Is the 
stable is 


want to know rate of return rising o1 


and how it?” In judging this it is 
meaningful to compare management's five year aver- 
age return on equity, as shown on Forses Performance 
Yardstick, with its 1958 return. If 1958 is 
significantly lower, this may be a sign of slipping 

So, too, for the yardstick labeled “Stability This 
tends to show how well profitability held up in a short 
but sharp recession 


estimated 


This is an aspect of corporate 
fortunes that shrewd investors will pay special atten- 


As the Chesapeake & Ohio's abl 
Walter L. Tuohy points out 


tion to this year 
“If management can con- 
tinue to carry a high proportion of revenues through 
off, as in 1958, it 
becomes apparent that costs are under control.” 


to net income when business is 


Tempering Profitability with Growth 


But is it enough to wring a high return from balance 
sheet good times and bad’? There 
number of U.S. industrial leaders who 
argued that mere return on equity was an unsatisfac- 
tory yardstick in itself 

What 
equity as the great touchstone of performance” 
water Oil's George F 
of most 


assets In were a 


significant 


are some of these objections to return on 
Tide- 
Getty feels that the equity base 


“The 


“from 


companies is unrealistic variance ol 


balance sheet values,” says he, replacement 


values for fixed assets is well known Present-day 
blamed fo: 
ago.’ Getty and such 
other leading executives as Phillips Petroleum Chair- 
man Kenneth S. Adams and Celanese President 
Harold Blancke also object that return on equity fails 


to take into account investments made fo: 


managements should not be credited o1 


investments made generations 


the future 
“Return 
on net invested equity,” argues Kenneth Adams, “is a 


good measure of past performance and present stand- 


which have not yet started to produce profits 


ing but gives no weight to future results.’ 
Yet 


edge to a 


another objection return on equity gives an 
stock- 
holders’ dollars with cheap debt dollars Companies 
and their Armeo’s Ralph L 


Gray, ability to 


company which has leveraged its 
objects 
thei 


satisfactory earnings on the total capital [i.e 


managements, ” 


“should be judged on show a 
includ- 


ing borrowed money ]—not just equity capital 


Growth, Dilution, Plowback 


that there 


eal validity 


Recognizing are cases in which these 


objections have ForBES editors have sup- 


*Somewhat unort } this spect is d 
maginative Crawt ewalt We place gres 
writes he io et retur n investm t 
ciation for us is largely an estimate of obsolesce 
the validity of deducting it from the plant account in arri 
the investment figure for which we should be held respon 
For a look at how the chemical companies stack up by this s 
what unorthodox approach, see the chart “ircular Flow 
page 57 of this issue 


re 


gross 


19.5¢ 11.5% 9.8% 


plemented their basic yardsticks of profitability with 
Like the profitability yardsticks, 
each represents the distillation of literally hundreds of 
basic Here are the 
other Forses Yardsticks 

e GrowTH 


has 


a number of others 


Statistics brief explanations of 
On a compounded annual basis, ForBes 


measured the growth of each company between 
1952 and 1957 in three vital aspects: sales, earnings pe: 
Growth being relative, I 


share and net cash flow such 
meaningful in an industry context 


figures are mainly 
This vardstick answers the question: Is the compan 
keeping up with its rivals? In judging a company s 
over-all performance, a good growth record would at 
least partly compensate for a sub-par return on equity 
Conversely, a high return with little or no growth 
would hardly reflect credit 

e DitvuTION 


ing down equity ?” 


Has growth come at expense of water- 
American-Marietta’s shrewd Grove: 
“I take the 
ForBEs agrees with Her- 
is relatively 


Hermann recently told a reporter: view 
that money is underpriced.” 
that 
that 


financing to bor ‘Owing 1S not getting miximun 


mann borrowed money cheap, and 


suspects any management which always prefers 
equity 


mileage 


from existing stockholders’ capital. So long 


as interest is tax-free and debt repayable, borrowing 
is likely to remain the cheapest kind of financing. All 
other things being equal, a high proportion of total 
profit increase brought down to per share profit, argues 
avoidance of dilution, either through wise use of debt 
or shrewd use of plowed-back profits 

e PLOWBACK 
ment in profit per share over the latest five years with 


This simply compares the improve- 


the amount of profits per share plowed back into the 
that period. Very speaking it 
is a measure of the effectiveness of new capital Invest- 
There 
on plowback may be excusable in cases where without 
it the firm 
Blancke 


not vet 


business ove roughly 


ment can be exceptions, of course; a low returt 


might have out of business. Or as 


gone 
and Adams pointed out, the plowback may 
have the column 


shown up in profits 


Market Value Is Something Else 


Ons 


ommendation to buy 


a high necessarily a ree 
a stock on 


Good 


caution not 


rating Is 


a low rating a recon 


mendation to sell it performance may alread 
be amply capitalized in the price of a stock 


| No 


formance 
rating take into account assets and potentialities that 


poor pt 


may be amply discounted does the 


may in time be put to more profitable use by a more 


alert manogement 


What tinen 


of a pertormance 


do the ratings show? Simply what kind 


stockholders’ 


whole story of 


of its This 
ability 
question all the same. After all 


didn't they?” 


does not tell the 
but it asks a fain 
“they hired the money 


money 


management 
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MERCER GENERATING STA e 
TION shown here ’ 7 chile 4a: & 
jramipr ll pr luce 440 000 le i . bh ‘ = - = _— : 
LINDEN 
Od ¢ ” 


More and more 


GENERATING STATION 


hear , ? if ’ 150 OOF 


POWER for New Jer 


While we do not like to gaze into crystal balls or 
take on the role of a soothsaver, the future growth of 


New Jersey is clearly reflected in the actual planning 
ind construction of new electric generating facilities 
in the territory which we serve, These three generating 
stations will cost Public Service a total of $340,000,000 
when completed 

In addition, work will start in 1959 to 
320,000-kilowatt unit at Marion Generating 
By 1962 the nstalled electric generating capa 
Public Service will exceed four million kilowatt 

Additions and improvements to the 
properti Ss “re ney ma cont ual] 

than a million ¢ 
third of them 

BERGEN GENERATING STATION will have a rated , f 1959 


- . end oO neal 
pact »f 580.000 kilowatts , , 


with natura 
All of these facts refl the growth 
and Public Servi Is § Z along 
state The eurs ahead rreat pro 


planning ahead to fulf promise 


PUBLIC SERWICE ELECTRIC AND GAS COMPANY 
Public Servant of a Great State 


Newark 1, New Jersey 
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The Financial Post of Canada New York Herald-Tribune Palm Beach Life 


‘Indian Lake Estates, the multi 4 country 


million dollar luxury residential de ut Indian Lake 
velopment, is well underway. Close Wales. Leon 
to world-famous Cypress Gardens surveyed the 


it is in one of the most scenic areas along both 


on the continent.” areas, before « 





Design of Indian Lake Estates’ Club House, 
by Carlos B. Schoepp! & Associates of Miami. 


MULTI-MILLION DOLLAR PRIVATE 
COUNTRY CLUB COMMUNITY IN FLORIDA 
All purchasers must be approved by the Indian Lake 
Club. One-half acre residential sites, 100 ft. wide by 218 


ft. deep with additional 70-ft. park-strip back of each 
lot from $2,950. Terms may be arranged 


President of 


7, 
CCW the CGH 


Washington, D. C., 910-17th Street, N.W. 


Indian Lake Estates 


Office at the Indian Lake Estates property in Florida at the 
intersection of Routes 60 and 630. Phone Lake Wales 3-011)! 


INDIAN LAKE ESTATES 
Indian Lake Estates, Florida 
en: Please send me u 
ste u tir 
Name 


Please Pr 


Address 


ommunity is rising Visitors wh 
Estates, near Lake Lake Estates 
Ickerman, developer try club community without equal in 
state for three years the state. Near Lake Wales, this 


0 have seen Indian 


describe it as a coun 


as well as inland multi-million dollar development 


ciding ona location. borders on a 15-square mile lake 


Actual Photograph: Indian Lake Estates’ wide, white sand beach 
sloping gently into 15-squore mile Lake We-oh-ya-Kapka 


INDIAN LAKE ree 


In South Central Florida—18 Miles Southeast of Lake Wales 


Fabulous even for Florida” is The Christian Science Monitor's on 
the-scene appraisal of Indian Lake Estates. Town and Country 
Magazine's recent quote sums up the ultimate goal of Indian Lake 
Estates From the palm-lined avenues to the wide beach fronting 
on the 15-square mile, spring-fed lake, everything is being planned 
to make this one of the outstanding country club residential com 
munities in the country The unique advantages of this private 
country club community appeal to discriminating people. Person 
nel, on duty 24 hours at the gate house entrances to the residential 
area, maintain complete privacy of this community. Building plans 
must be approved by the Planning and Zoning Committee of 
Indian Lake Club 


The club membership plan assures participation of all residents 
in the incomparable variety of recreational pleasures at this highly 
desirable country club community. Membership in the club is a 
requisite for purchase and provides enjoyment and full use of the 
modern, beautiful club house; golf courses; 1,100-foot private pier 
(longest fresh water pier in Florida); marina for 2,000 boats, and 
other recreational facilities at Indian Lake Estates. High above sea 
level (G4 to 115 feet) and close to both the Aciantic Ocean and 
the Gulf of Mexico. Here you can enjoy suburban privacy with 
ill modern conveniences 
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STEEL 


THE TIMES HAVE TRIED ITS TEMPER 


Never again will Wall Street's moneymen look 
upon the big steelmakers with quite the same 


eves. 


Cyclical still, the industry 


proved last 


year that it had reached a new inner balance. 


when Wall Street is 
that it has got the economics of 


Every so often 
sure 
steelmaking accurately pegged, the 
men who run the nation’s blast fur- 
naces cook up a seething load of sta- 
tistics that knock all the form sheets 


into a cocked hat. Now they have 


aone it again 


Not too many vears ago steelmak- 


if 


ig was regarded as something of a 
High 


profits, low 


ganbler’s game operations 


meant high operations 


large losses. Then a new philosophy 
appeared, propounded by the apostles 
of growth. No longer, they said, were 


the steels cyclical; by diversifying 


they had overcome such hazards 


In the Crucible 


Last both 
comeuppance. In the tides of 


yeal theories got thei: 
reces- 
sion, the steel industry proved eyeli- 
cal still, but 


terms ofl 


with a difference In 


ingot production, the steel 
slump was the worst since 1949. In 
just six months, the industry's output 
fell 41 to a low of 5.5 million tons 


in April 


industry 


Then in a quick rebound 


operations rose trom a 
nadir of 47.8°, of capacity to a very 
toward year’s end 
A good look at their order books con- 
vinced steel men that the rate 
hold ot likely 
this yeat 

What Wall Street got, in short, was 
a strong new 


ot the steel 


satisfactory 74-75 


would 


eithe very 


Improve 


early 


lesson in the economics 
Tested in the 


recession, the big 


industry 
crucible of steel 
exceedingly 
well-tempered indeed. In a difficult 
test, not one of the Big Eight steel- 


make Ss had 


producers had proven 


shown a deficit in any 


quartet fifth-ranking 


National 


and only one 

had been obliged to cut its 
dividend Even when 
well half of 
dustry had continued to make 

As Wall Street's analy sts saw it, the 
unstable 


operating at 
under capacity, the in- 
money 
industry had 


iong steel 


reached a new maturity, shown an 


inner balance unlike anything in the 


past Plying their slide rules, the 
analysts calculated that the stronget 
steelmakers had succeeded in lower- 
breakeven points from an 
average 70 after World War II to 
about 40°; today. Concluded Kuhn, 
Loeb’s veteran steel analyst Alfred S 
Rudd: “Time when the 


companies sold their products just to 


ing thei: 


was steel 
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The Larder Was Bare 


They got thei proht, but it was not 


easy. As a supplier to industry, steel 


can be expected to tare worse in re- 


than its customers For the 


cession 


year as a whole steel output iell 


roughly 25 to 85 million tons 


, 
against an average decline of 


just 


under 7 by industry as a whole 


The same was true of profits. <Ac- 


cording to one authoritative estimate 
earnings of 525 leading manulactur- 
ing companies dropped 29 in the 


»» 


year's first thi those of 32 


steel 


* quarters 
iron and declined 


45 


companies 


One big re is that in a reces- 


sion steel users tend to live out 
As long as their inven 
they 


vhen in the direst 


their larde: 
tories ofl ste ] last place new 


orders only need 


And sirice the industry's surplus ca- 
pacity is always a_ well-publicizes 


tact Steel count on tast 


consumers 


deliveries to protect them in letting 


the steel companies 
ventory 

Right 
bar« Says US 
Re gel M Blough 


to assume that 


now the 


PROFITING 
FROM ADVERSITY 


The recession put a serious crimp in 
steel profits lost year. But that was 
only part of the story. By tightening 
their belts, the eight major steel com 
panies brought their earnings back 
very fast in the second and third 
quarters despite much slhighter gains 
in output : 


Earnings Per Share 
8 major steels) 


20: 
00 = 1957 Quarterly Rate 


1 
Scchiieneneeeemencnetih oes 
ist Q 


1) 
0 


to some 15 million tons 
month period that ended 
third 


close of the quarte 


lieve inventories of finishe 


owe t point 


Unequal Measure 


tee! ast 
depended 
and to whon 
appointing < 


aking Detroit 


books Se 

till back Ob 
James L. Mauthe 
hard-hit Young tow! 
One of the gratifying 
improvement is that 
nearly all product lime am 
from nearly all steel-consumi 
dustries 

Thus, for all the blows it had sus- 

tained, the steel industry 


in far better 


had emerged 


shape than most out- 





YARDSTICKS OF PERFORMANCE 








\\5-¥e. Av. [Est.1958\,_ 


COMPANY 


U.S. Steel 7.0% o 2 d ( y 12.0% 10.8 é 1.6¢ 95 
Bethlehem 3.4 g 21 20. 13.2 8.1 3 l 90 
Republic 6.0 lZ 8.6 4 4d l 12.3 8.3 2 4f 90 
Jones & Laughlin 11.1 14.2 29. l j.1 4.6 l 5 .( 85 
Armco 8.4 13.3 8.8 ¥ 30 20 13.0 ] y 1] 90 
Inland 10.8 19.2 16.3 23.! 0.7 1 1] 11.7 3 95 
National 3.2 9.2 3.7 ; 1.0 ue ) 4 ] 85 
Youngstown 9.4 15.3 12.6 } 7 19.5 ‘ 4 z. 85 
Wheeling 6.7 1.6 declined é 100 1.6 : 3.6 } 80 
Crucible 55 94 declined declined 100 l | 51.9 0 80 





siders had expected it could from a_ their foresight last year In the but climbed to 70% in the third quar- 
recession, But individually the steel- past 11 years, J&L spent $728 mil- tel But since, as Adams has esti- 
makers made a mixed showing; what lion to expand and modernize its mated, J&L’s breakeven point is now 
profits there were in last year’s busi- plant, $262 million of it in the last about 44°,, even hard hit J&L rods 
ness they got in unequal measure three years But as one brokerage out the recession with something to 
firm put it: “1958 found Jones & spare 


Stalwart Inland Laughlin in the unfortunate positior Now with sales on the rise—opera 


No steelmaker escaped the reces- Of a lady who has purchased an ex- tions were at 78.5 of capacity u 
ion’s effect. but the one that came  Pensive gown to attend a fancy ball, November—Adams can count 01 


off best was Inland Steel, smallest of only to discover that the dance has good business to do wonders fo 
been called off J&L’s fallen earnings. At 50% of ca 


the Big Eight producers. A compact 
One big reason was the torrid pacity, he has said, J&L can expect t 


low-cost operation, Inland — serves 
scramble for sales that such Pitts- earn $12 million; at 75°, of capa 


burgh area producers as J&L, Wheel $60 million, and at full capacity 


ing and Crucible engaged in last yea million—nearly double J&L’s 


Chicago, a chronic steel deficit area, 
where its biggest customer is the con- 


struction industry, one of the strong- 
With a major stake in light and spe- year Ss earnings 


cialty steels, J&L found itself in a line One thing is sure: Adams 


famed for its. strong ong ! the capacity to capitalize 


er steel markets last year. Anothe: 
big contributor to Inland’s stability 
last year: the 8° of output that nor- 
mally goes to the containe!l industry . rowth, but one that was a poo I ness Hf it comes At 


last yeat One result: J&L’s Aver) J&L had 7.5 million 
C. Adams had the biggest 1roy ! t the start of 1959 


nine months earnings (70.3 é ns Si 1956, that 


Determined to capitalize on that, in 
June President Joseph L. Block an 
nounced plans to boost Inland’s tin- 

? . ] " ‘ - . 
plate capacity 60° Big Eight steelmakers fn : Says 
Even in last year’s first quarter, In a hall, operations averaged 


| 


and managed to operate at 69 
apacity, and the rate rose to 75.5 
n the second quarter, 80.7 in the 
third For the year, Block estimates 
t will work out to an average of 
about 80 but in 1959 he expects 
Inland to operate at 90 or more ol : 
pacity ' Steele 
One secret of Inland’s stability is Pays - 23 Both f 
the shrewd choice Block had made to J up expenses 
upgrade his olde facilities before 
embarking on a major expansion pro 
gram. The far-reaching new $280- 
million expansion and rehabilitation f the old cy 


‘ 


program that Block kicked off in 1956 & bust for 
will not produce its full effects until "aaa. last veai 
this year. Says Block: “Inland [this] : osophy 
year may have a record year in pi i it broad diversification 
duction, sales and earnings.” 4 really the buffe 
pe , te ; vocates have claimec 

When Ambition Is a Drag ; i acai. “anaete The 

Like Block, many other steelmak two biggest producers, U.S. Steel 
ers have spent the boom years up- Bethlehem Steel, with 45 
grading their facilities. Some, such as iRMCO RCE 4FT STEEL: industry's capacity between them, 


Jones & Laughlin, paid a stiff price for a -»w lesson in economics also the most 





bers. In boom 1957. both had easily 
topped their rivals in earnings gains; 
but in 1958 both cooled off propor- 
tionately. In 1958's first three quar- 
ters, Bethlehem’s Arthur B. Home 
reported 44.37 lower net, U.S. Steel's 
Blough a 49 drop (discounting a 
pension fund deferral) 

From 85.2°, of capacity in 1957, Big 
Steel's operations fell to 54.1 in the 
first quarter of 1958, 53° in the sec- 
ond and 57.1 in the thi Beth- 
lehem’s output was down from 93.3 
n 1957 to 55.8 56.2 and 55.6; in 
the successive quarters Some out- 
siders cast a dubious eye at the com- 
parative slowness ot Bethlehem’s 
year-end production rally, blamed it 


on too 


great an emphasis on shipbuild- 
nd heavy steel items, both of 


leclined turthe than the aver- 
Admits a Bethlehem official 
re 


‘ UNLOADING BETHLEHEM ORE 


Until the heavy stuff picks up. we , 
in hea es, sl 


bound to lag 


His Mother's Apron Strings 


Center of the storm last year were 
the steelmakers who count most o1 
Detroit for their big business. Wher 
the automakers have a peak year, S 
in large part does the steel industry 
ind few more so than Chairmar 
George M. Humphrey's National Steel 
No other major steelmaker is tied so 

} $ — Bat 
closely to Detroit's _ on strings. Bu Tighter Belts 


Humphrey has no regrets. Says he 
It has been our policy to excel in ou 
ticular lin rathe than to t 


ot steel prod 


No Cushions Here 


INLAND STEEL'S BLOCK: 


7. 





aggregate earnings of the Big Eight 
jumped nearly 28°, 

In the third period, because of a 
wage increase and a month's delay 
in adjusting prices, the payoffs on 
economy efforts mixed. 
Nevertheless there were signs that the 
had widen- 
ing their margins still further. Both 
National and Wheeling reported high- 
er profit on lower operating rates than 
in the comparable quarter of 1957. 
And Crucible, improving its quarter- 
to-quarter sales by $2.1 million, had 


were more 


steel men succeeded in 


been able to carry no less than 30°; 
of this down to net. “The results, con- 
cluded Crucible’s Joel Hunter, “could 
not have been achieved without con- 
effort to 
prove efficiency and reduce costs.” 


certed and continuing im- 


The Old & the New 


There is, of course, a limit on the 
amount of profit that can be extracted 
Ove 
the long pull, the industry has been 
able to 
only 
sion 


from such interim cost-cutting 


lower its break-even point 
modernization, 
regula) 


Last 


through 
and 
cilities 


expan- 
replacement of fa- 
industry put 
latest 
round of spending for plant and equip- 
ment. Altogether, this effort had cost 
1956-57. But 
that it 
For not only 


year the 


the finishing touches on_ its 


a record $2.9 billion in 
there little doubt 
was well worth the price 
had the steelmakers 
capacity (from 128.4 tons to 
140.7 million tons during the two 
years), but they had also visibly im- 
Had the 
intervened, last year 
might well have brought the payoff 
Now, given a reasonably 
ating rate, that long-awaited 
may come this year 

Yet for all liberal 


spending, most steel companies have 


could be 
increased their 


million 


proved their profit margins 
recession not 


high oper- 
result 


the. industry's 


still a long way to go in their quest 
for highe: Here 
often 
plant, 


profit and there 


across the land, next door to 


a spanking new stand mills 


0 HEELING STEEL’S STEELE: 


a buyers’ market? 


dating back to World War I 


number of 


A good 


them are basically un- 
economic operations that mean money 
out of pocket for the steel men both 
in overly high operating expense and 
in loss of sales 
Replacement or modernization of 
such mills is not always an easy mat- 
ter, for it requires capital outlays of 
What's more, be- 


cause depreciation is based on orig- 


the first magnitude 


inal cost, and new equipment is much 
costly than the old 
preciation accruals are inadequate to 
pay for 


more was, de- 


replacements. Some econo- 
mists estimate that replacing of a typ- 
ical piece of steelmaking equipment 
installed before World War II 
now than three 


price tag 


would 


cost more times its 


original 
Input & Output 


U.S. Steel’s Roge1 
the industry’s majo 


Blough has been 
campaigner for 
an adjustment In depreciation policy 
Since 1940,” grumbles Blough. “the 
depreciation deficiency in U.S. Steel 


has amounted to over a billion dol- 


JONES & LAUGHLIN OPEN-HEARTH FURNACE: 


cash flow, too, was essential 


lars, and the taxes paid as a result of 
treating this and the accelerated de- 
preciation as income has been 
$650 million.” 

In this context, the steelmakers’ re- 
ports of cash flow (net profit plus de- 
preciation ) 
last year 


over 


made depressing reading 
Along with the decrease in 
net profit, eight of the ten steels logged 
lower depreciation during the nine 
months. For U.S. Steel, Youngstow: 
and Crucible, the decline in depreci- 
ation charges was very pronounced, 
reflecting the steady decline in accel- 
erated amortization. Only Inland and 
Jones & Laughlin, both of which have 
large amounts of new property on the 
books, actually reported increased de- 
Inland’s 14.5% 
was the slightest, Youngs- 
town’s 46.6‘ 


preciation decrease it 
cash flow 
drop the most severe 
Since their allowed depreciation not 
only is insufficient but also declining 
a steel company determined to pus! 
may 
creasingly henceforth to debt financ- 
ing. In this, U.S. Steel and Inland have 
On the basis 
debt-equity ratios, sev- 
Bethlehem, Republic, 
Youngstown 


its expansion have to turn in- 


already shown’ the way 
of current 
eral companies 
Armco, and Crucible 

are in very good position to borrow if 
And for the 


current strength in steel equities may 


necessary others, the 
mean that even outfits which already 
have substantial debt rates may cor- 
rect the imbalance by further sales of 
equities. Although this involves some 
dilution, it would have the virtue of 
expanding the 
the: 


equity base for fur- 


borrow ing 


Looking Ahead 


As is usually true at turn of year 
the shape of what's to come in th« 
matter of 
So far, estimates of out- 


steel market is a highly 
vocal debate 
1959 


105 million 


put for range all the way fron 
(which 


continuation of operations at the pres 


tons assumes a 
ent level) to as much as 116 millior 
tons (or just one ton short of the all- 
time 1955). Although a 


strike next year is possible, most steel 


high set in 


executives tend to discount the dam- 
age it might inflict on profits 

Yet though the steel men were in 
buoyant 
end, there were a few 


generally spirits at yea 
voices of cau- 
tion here and there. One of these be- 
longed to Wheeling Steel’s President 
William A. Steele. “There is,” he 
warned, “nothing in the present en- 
vironment to warrant expectation ol 
1957 


there is every 


a new boom in profits on the 


scale. On the contrary, 
indication that business generally wil 
have to go through at least two o 
three years of a buyers’ market, with 
overcapacity and overproduction and 
oversupply putting severe pressure o1 
prices and profit margins.” 
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ELECTRICAL EQUIPMENT 





ALTERNATING CURRENTS 


The electrical equipment makers, being in every- 
body's business, have everybody's troubles. Defense, 
household goods, entertainment and heavy capital 
equipment. Its a rare year when all these run on the 
same current: 1958 was definitely not such a year. 


MAINE-BoRN Charles A. Coffin, a one- 
New England manufac- 
turer, was attracted by the business 
opportunities in eventu- 
ally rose to be the first president of 
General Electric Co. Some 36 years 
Coffin, already retired, took en 
enraptured look into the future of the 
immature but already 
electrical equipment business 
tricity,” he bubbled, “is 
It is social and democratic 
the world 
because it is everybody's servant.” 


time shoe 


elect: icity, 


ago 


burgeoning 

“Elec- 
interna- 
tional 
and the greatest force in 

Coffin was more prophetic than he 
knew. That was exactly the trouble 
with the electrical 
try last year. It 


equipment indus- 


was everybody's 
servant. As such it had everybody's 
Motorola, which 


of its sales from the manu- 


troubles derives 
about 18 
facture of auto radios, shared Detroit's 
Mighty RCA suffered from 
the public’s apparent unwillingness to 
pay extra for getting its TV 
RCA’s per 
profits slumped some 16.7% for 
veal For at the first 
months, manufacturers of household 

Philco, Admiral and 
Corp. prominently 
were singing the blues over the 


sorrows 


enter- 
shat e 
the 
nine 


tainment in colo1 


least 
appliances, 


Whi: lpool 


them, 


among 


failure of free-spending consumers to 
freely on their refrigerators 
the like For Philco it 


all added up to earnings of just one 


spend 
washers and 
cent a share in the and 
Whirlpool saw 
its net fall a sickening 35‘ 
Mighty Electric was feel- 
the pinch in appliances and suf- 
red some cutbacks in 
But GE held its 
t for the vear to some 15 
brisk for its mili- 
ary electronics and big ticket capital 


nine months 


even applianc e le ade ! 
General 


defense 
ders decline in 

because 
siness remained 
oods Heavy backlogs ot apparatus 
said GE Chair- 
an Ralph J. Cordiner, “ 


and defense orders,” 
sustained the 
company’s production levels even 
and 


too, 


though &Sales of consumer goods 
ndustrial components fell.” So, 
with which 
rough 1958's recession with earnings 
about 16 


because 


Westinghouse, came 


¢ 
aown 


And they 


were in every- 
body's business, the electrical equip- 
share 


ent manufacturers did not 


evenly in the sharp economic snap- 
that 


nonths 


back occurred in the 


waning 
The appliance manufacturers 
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did end the year on a happy not 

But not so fortunate late in the year 
were Westinghouse, McGraw- Edison 
and GE. Though all three were 


ily in appliances 


heav- 
they 
more strongly committed to heavy 


, 
capital goods Far f1 


were evel 
om joining in the 


business: end, or- 


upsurge, at year’s 
high-priced utility generat- 
ing equipment had fallen to the merest 
trickle For GE 
the breathing spell was over that they 
had enjoyed during 1958 by 
the fact still 
off orders written during the utility- 
With thei: 
books all but bare on generat- 
ing equipment, GE and Westinghouse 
at year’s end were looking forw 


ders for 


and Westinghouse 
f 
virtue ol 


they had been working 
expansion boom of 1956-57 


orde: 


ard to 
1959 So it 
that as 
electrical 
every body's 


a less-than -happy 
last 
business, 


was 


again veal evervbody's 


equipment had 
opportunities 
ery body's troubles 


and eVv- 


Alarm Clocks and Atomics 


Bu for all these troubles, Schenec- 
Electric, industry 
($2 36 billion). sal Ss 
($4.3 billion) and ($248 mil- 
still one of the 
examples of what the well-run 
poration looks like Ralph Cordiner's 
broad spectrum ol electrical and ele« 
tronic 


tady's General 
leadet in assets 
pronits 
lion) 


’ 
was classi 


cor- 


apparatus—turbines to toast- 
clocks 

susceptible to 
and sniffles But 


well-balanced kind of di- 
versification made uj 


ers atom 


power to alarm 


made him terribly 
every body S aches 
it was a 


Appliances 


GE's COFFIN: 


a prophet im more ways than ome 


fourth of his 
(generators 


one sales, capital goods 


transtormers ) anothnet 
53 Defense products (jet engines, 
missile nose cones) made up most of 
the rest 

Right through the Fifties, giant GE 
pushed steadily on from $1.96 
1950 to $4.3 billion by 


In three of Forses’ most 


billion 
1957 
important 
GE out 


‘ lectrical in 


sales in 


measures of management 
sti pped the rest of the 
dustry. GE’s over-all operating 

head 
shoulders above Westinghouse 
And to 
GE's 


paid out 70.5 


pront 


margin was a tat 14 and 


= 89 


shareholders delight even 


payout was generous: Cordine: 


of earnings over a five 


year stretch while Philco slipped a 


mere .7 into the eny 


elopes 


Lower Reading for WX 
Wall 


lowe 


Street's ammeter registered a 
reading for GE's rival Westing 
house last likely 
billion 


share tor 


yeal On 


sales 
to slip from $2 billion to $1.9 
Westinghouse profits pe 
1958 ran about $3.50, down 163 
from 1957's $4.18 Last yeal the 
Pittsburgh giant ($1.4 billior 


was still rec 


> 


assets ) 
overing n he shock 
1955 > s ike 
down to 10 


of its disastrous which 


sent net share in 
1956 and pulled dow: rmance 
Forses. Ov st five 
West 
was able to push sales ahead 
GE) 
11.7‘, ) 


quite lait 


ratings in 
years, Or a compounded 
inghouse 
but 6.7 vearly { lol 
flow but 6 
But the 
to Westinghouse Th criteria 
| Forses Yardsticks |] gued WX 
Chairman Gwilym A tend to 


present a distorted pictu I I ast 


‘ ash 


figures 


because of the m: oppage 


expe rienced by les Ths ou n 1955 
and 1956 

Last vear Pri 
w.C 


uy mod the lag 


cCsap Ji 


then back ind 
white 
Pittsburgh the 
other 


enougn a 

pront slaughte 
Vy equipment 

nearly 1955. WX 


? 


gest pi portional p 
equipment 
GE). suf 
would iffer most 
itilitic 
level in 1958 


anothne! 


phar tine 


) _ 
af Oo 


orde! 


1956 


fron 


price Wal 


Cents 


Gateway 


McGraw’s Dilution 


Midway 


house 


GE and 


f 


between Westing 
($144.7- 


Chicago 


character, i 


aaah 
McGraw -Edison 
Edison 


President 


millior 
Illinois 


Charles 


assets) size 
Chairman 
(so of Thomas) 
Max McGraw split 


$260-million ale last yea 





roughly 50-50 between _ utilities 
(transformers, capacitors) and home 
and office customers (toasters, home 
appliances, dictating machines). 
From 1948 sales of $21 million, Mc- 
Graw rocketed up to $260 million (es- 
timated) last year. That was by far 
the biggest sales jump in ForsBes 
electrical group. But McGraw’s 10,000 
stockholders could well wonder at the 
cost. For over the same period, net 
per share grew only from $1.44 to an 
estimated $2 last year 

dilu- 
Mc- 
Graw had paid out large amounts of 
stock, with the 
that capitalization grew nearly as fast 
And as 1958 
close, he was at it again, getting set 
to snap up National Electric Coil fo: 
120,000 shares of MGR “We 
to buy for cash,” sighed he, 


What was wrong? In a word 


tion. In a rash of acquisitions, 


new common result 


as profits. drew to a 


pretel 
“but we 
must pay in stock because of the tax 
angles.” 

All in all, though, McGraw’s buy- 
ing should have caused shareholders 
lew regrets 
McGraw 
18.1°, 


Over the past five years, 


pushed cash flow ahead 
compounded 


13.9 


pertorm- 


annually on a 
basis, book value pe 
That the 
ance in the group 

Unfortunately for Max McGraw 
the year 1958 did not shape up as one 
ot his best 


share 


was best growth 


Earnings per share were 
down an estimated 29°, sharpest de- 
cline among the three major diversi- 
fied 


equipment 


manufacturers of — electrical 
But as the fourth quar- 
ter rolled around it became happily 
obvious that McGraw’s diversification 
going to 
beating in 


was save it from taking a 
this year's 
“Our 


poorest 


heavy equip- 
ment slump 


rally the 


fourth quarter is 


gen said McGrav 
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TV Set Production as % of Sales 


BRIGHTER PICTURE 


For the first time in years, TV set pro- 
ducers are selling all the units they pro- 
duce—-and dipping deeply into inven- 
tories for more 


120}-— 
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1952 1953 1954 1955 1956 1957 1958 


(est.) 
1958 it will be 
It seemed that Mc- 
Queen 
driers taking up 
slack left by the 
equipment 
don't buy as many 
1959,” added he, “we'll 
distribution 


at year's end, “but in 
one of the best.’ 
Speed 


were 


Graw’s washers and 
the 
heavy 


utilities 


most ol 
decline in 
‘Even if 


generators in 


output 


sell a lot of 
and, besides, 


looks 


equipment 


the appliance business good.” 


The Leverage-Lover 


Dilution was one problem McGraw 
did not with $720.8-million 
(assets) Radio Corporation of Amer- 
ica. The manufac- 
turer of TV and radio receivers, hi-fi 


share 


world’s largest 


records and electronic marvels has 
usually preferred leverage to dilution 
when it raising money 
RCA's total $538.4 million in capital 
is about 50 
debt and 


This, in 


comes to 
common equity 50 
stock 


part at least. explained why 


preferred 


Founder-Chairman David Sarnoff was 
able to produce an average 23.5°7 re- 
turn on equity over the last five years 
But Sarnoff’s leverage has not saved 
RCA from shrinking earnings: 
year’s return down 
Not only was Sarnoff’s push behind 
color TV costing a pretty penny, but 
the big NBC subsidiary, which earned 
close to $1 a share for RCA 
holders in 1957, did little 
break even last yea 
Before the out, sales ol 
TV sets were thriving. But for RCA 
the benefits were about cancelled out 


last 


was some 15‘ 


share- 
than 


more 


yeal 


Was 
by losses in color and in broadcasting 
Sylvania’s Solution 

So it is 


that electrical 


industry 


equipment 


is an where even 


success 
RCA’s 


costly 


can raise peculiar problems 

TV leadership led it into its 
TV, for 
can Cause a 
There 


when research leads to new fields and 


romance with colo. example 


jut mere money serious 


headache, too comes a time 


“Do we have 
the cash to develop them?” 
One 


then the question arises 


electron Ss 
company last had to answe! 
no!” That middling-sized but 
ambitious Sylvania Electric Products 
Headed by Maste1 Don G 
Mitchell, Sylvania made light bulbs, 
tubes, TV 
graphic equipment, and defense gea 
But though it had worked its way up 
$250 


highly successful 
yeal 


was 
Salesman 


electronic sets, photo- 


to some million in assets, Syl- 
the 


considerable dilution of earnings 


vania had done so at expense of 
needed yet 
last took 
eminently 


Realizing he 
Mitchell 


seemed to be an 


more 


money, yeal what 
St nsible 
way out. He arranged to merge Syl 
vania with Donald C 


Ge Tie ral 


Power's big anc 
Te le phone Corp 


eSSIV¢ 
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General Electric 

Westinghouse 

General Telephone 

Sylvania Electric 

RCA l.] 
Whirlpool 14.2 
Philco 0.4 
McGraw-Edison 19.6 
Motorola 6.0 
Admiral declined 
Zenith 3.0 


Latest three yea 


32 





With Sylvania and General Telephone 
merged, Sylvania could get all the 
needed, would be assured of 
big prospective custome! 
right in the family. As for General 
the merger would open a new avenue 


cash it 
having a 


for growth in a non-regulated indus- 
try 

But before clinching the merger 
Mitchell had the satisfaction of know- 
ing that he was handing Sylvania ove: 
n good shape. The year-end rally in 
TV set was an established 
fact (see chart, p. 32), and tube-&-set- 
making Sylvania hardly help 
but benefit 


buying 


could 


Cheers in Chicago 


and even more 
with the TV 
pickup, however, was Chairman Paul 
V. Galvin of Chicago’s $121.9-million 
Motorola 


, 
make as 


Even more pleased 


intimately concerned 


assets Galvin expected to 
much fourth 
quarter as in the preceding three com- 
Along with the TV snapback,. 


Galvin was benefiting from the stepup 


money in the 
bined 
in auto sales. Galvin, who makes auto 
radios for all big auto makers except 
GM, badly needed the New Yea 
cheer: 1958 was simply not his year 
When Detroit has a fat year, so does 
Motorola: witness the $4.39 earned in 
1955 vs. the probable $3.00 per 
brought down last year 

Galvin found rathe: 
hard going in his business of making 
radios and TV sets for the public as 
broad 
(including 
tems and transistors) for the 


share 


Recently has 


well as a range of electronic 


levices microwave sys- 
govern- 
ment and industry. During the past 
five years, his sales have gone abso- 
$218 million in 
1953, an estimated 
$210 million last year 


Another electrical entrant 


lutely no place at all 
Korean-boomtime 


juiced up 
by a year-end comeback was fellow- 
Chicagoan Ross D. Siragusa’s, $102.1- 
million (assets) Admiral Corp. Afte 
seven unlucky years of declining earn- 
ings, President (and controlling stock- 
holder) 
for the 


fortune changed 
1958 


third-quarter turnabout (net up 185+‘ 


Siragusa’s 
better in His dramatic 
from 20c in 1957 to 57c per share last 


vear ) signalled 


the change strongly 


It's the Trend That Counts 


story at Philadel- 
Philco Corp At 
Tioga and C Streets, President James 
Skinner Jr. of the $195.2-million 
(assets) white and 
item maker seemed poised to 


It was a similar 


phia’s long-wobbly 


electrical goods 
lefense 
show a little more brotherly love to 
21,700 


have 


shareholders for whom profits 
lately thing 
Profits were still off again, on again, 
down this past year to an estimated 
50c from 1957's $1. But the trend was 
important third 


been a sometime 


with quarter sales 
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trom the deficit-ridden fi 


With various consumer items adding 
up to two thirds ol Philco 
TV the biggest 

} 


living start for 


Saies and 
item, Skinner was off 


1959 We 


2rouna in oul | 


have 
centage o 
industry sales in seven of eight con- 
Skinner 


as though consumer 


sume! boasted 


ines and 


. . 
it LOOKS durables 


will improve steadily 
1959 


St. Joss ph 


throughout 


Michigan's $217.6-mil- 
Whi lpool Corp. was 
pleased that the TV pickup seemed to 
be extending to the 


lion (assets) 
appliances it 
But Chairman Elisha Gray II 
was not tossing his hat in the ai: 
the way Philco’s Skinne Said 
he October was a great month 
but November was rather poor. None 
know Whirlpool, as the 


hot! 


makes 


Was 


ot us why 


only producer of a full line 


GIANT TURBINE SPINDLE: 


looked blan k 


the order hook 


, , 
gas and electri applance was well 


placed to pick up at least 


Anothe1 


with Sear 


ot ny upturn I 
; Roe 
buck which buys Whirlpool appliances 


Kenmore labe | 


Elisha Gray is a hard 


strength: a tie-up 


inder its 
Sears Says 


to market 
customer to beat—a_ real wer of 
strength for us 
On the reeord, Whirlpool is rathe 
Formed three 
years ag it was hit almost from the 


first by the great post-Korean appli 


hard judge only 


ance slump 


A One-Egg Basket 
But 


ness ovel 


vhateve happens to the busi 


the next few vears, Gray is 
going to have more than one card to 
markets 


respect he 


play: many products, many 
that 
from Chicago's sharp 


Zenith Radio 


customers. In 
differs sharply 
($84.3-million 


many 


assets ) 


ading its 

It remains 

transistor 

product manutact (mostly in 
radio-TV sets) pl isa Lime 
ing aids. The narro product line has 
1958 
$160 


in he are- 


qone no visible hart Ne in 
oomed al 


to $188 million, eart 


estimated ron 
20.6 
from $8.29 to $10 o 
“Last 
Hugh 


away with 


yeal excia 
Robertson tne 


us. We 
Sales 


didn t now 
gloated the 71 


vear-old successor to the 


KNOW 
not we were 
late Eugen 
McDonald as chief itive were 
1958."" The 
figures bore him out with a vengeance 
While TV set shipment r the 


trv as a whole 


the least of our worries in 
indus 
Zenith 
Zenith to 


were down 20 
shipme nts rose 17 aising 
a real second to RCA 
We're sure good play on 
our TV sets.”'laughed President Rob 
ertson last month doubled 
ll do 


than $200 million in business 


getting a 


and we vé 
stereo and hi-fi sales In 1959 we 
more 

and if anyone wants to pick a fight 


I'll take ‘em on!” Thi 


v ell 


enough 
founded optimisn I ‘ any 
stockholder happy 


Emphasis on ‘‘Quality 


Thane 
in Zenith’s good showing for 
who 


were lessons aplenty last veal 
investors 

Zenith 
1a capl 
tal M er | ays to know 
exactly where it was sand how to 
Zenith ‘ its 


carefully n the quality (t.e 


cared to set I n Fo 


spelled good manadcet n vit! 


get there target 


high 
priced ) set market neant highet 
prices pet! et-and le I i to shave 


prices and profits 
Zenith, too, had had tl 


out of low yrrofit automobile 


radios 
in 1950, turned t ! ictior line 
margin TV sets and 
And Founder McDonald wis 


lv decided to ke 


to higher 


Vel 
lios 
adio 
throat appliance 
Finally, by 


nent 


ma or 


(p obable 


same 

opport ) pecul 

economy -straddlings positior not 
withstanding, the electrica 


st ll ollered ¢ 


equipment 
} ‘ f 


industry bow room for 


well-managed capital to grow and 


prosper How else explain the stun 
ning each in its 


of Zenith and GE? 


successes own Way 





DISTILLERS 


BOTTOMS UP! 
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When Repeal buried Prohibition a quar- 


ler-century ago, 


distillers 


were under- 


standably joyful. Last year they were just 
as jubilant over passage of the Forand bill. 


Ir was 1933, the year “that man,” 
Franklin Roosevelt, moved into the 
White House, Tobacco Road opened 
on Broadway, and Who’s Afraid of the 
Big Bad Wolf? was the tune that a 
depression-torn nation was whistling 
in the dark. It was also the last of 13 
years of the Noble Experiment: for 
25 years ago last month Utah became 
the 36th state to ratify the 2lst 
Amendment (Repeal), burying the 
18th (Prohibition) along with Carrie 
Nation’s hatchet. Once more, bath- 
tubs became something to bathe in, 
and “Joe” no longer sent anyone 

For the long-parched distilling in- 
dustry, Repeal may have been libera- 
tion, but after a quarter-century pros- 
perity was still around the corner. In 
the last five years alone, a time of 
great growth for most of U.S. indus- 
try, the sales and profits for two of 
distilling’s Big Five (Distillers Corp.- 
Publicker 


tually plunged downward 


Industries) ac- 
The 


giant Schenley could do during those 


Seagrams, 
best 
years was to earn a pitiful 3.8°, aver- 
age return on its stockholders’ money 
Every distiller 
less pel share in the past three years 
they had a ago. The 
country have overwhelm- 
wet, but the still 


single majo1 earned 


than decade 
may been 


ingly industry 


was 
decidedly high and dry 
Bans & Burdens 


One 
was the disturbing drop in per capita 


factor bottlenecking growth 
consumption of distilled spirits which, 
1930, dribbled 
1.71 gallons per year to 
in 1957. Anothe 


stiff, self-imposed advertising restric- 


since has down from 
1.25 gallons 


was the industry's 


tions, which prohibit liquor advertis- 
radio-TV o1 


tions and ban women in ads 


ing on Sunday publica- 


Burdensome, too, was the distillers’ 
heavy federal, state and local tax bite 
which $2.38 on $4.27- 
“fifth” of whiskey and which in 1957 
amounted to $3.9 billion. Not that the 
distillers actually paid the taxes; they 
simply passed them on to the con- 
sumers. But the taxes may have 
helped price the distillers out of at 
part of their market. All told, 
Repeal, the drinkers 
ponied up $53 billion in taxes 

But none of these was the heaviest 
burden the industry had to bear. Fan 
more threatening was the Federal re- 
take 


grabs 


every 


least 


since nation’s 


quirement forcing distillers to 
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whiskey stocks out of bond at the 
end of eight years—whether the mar- 
ket is ripe or not—and to forthwith 
pay an excise tax of $10.50 on every 
gallon. 

Far more than anything else, the 
“force-out” provision handcuffed dis- 
tillers. It often meant selling “forced- 
out” whiskey at whatever it would 
bring, profit. For no 
distiller could go on indefinitely carry- 
ing the heavily taxed whiskey in 
warehouses. Not when they already 
had a very difficult inventory prob- 
lem on their hands. In 1957, even 
Brown-Forman, with the smallest in- 
ventories among the Big Five, had to 
keep 48c in 
every $1 in sales 


regardless of 


inventories to support 

Last year, however, thanks in part 
to the persistent lobbying of Schen- 
ley’s Lewis Rosenstiel, Congress passed 
(and the President signed) the For- 
and bill (H.R. 7125), which extended 
the force-out deadline from eight to 
With a reported 87 million 
tax gallons facing force-out next year 


20 years 
(some 73°, of all the whiskey used up 
in fiscal 1957), the effect of the Forand 
bill on the 
industry 


economics of the liquor 
will 
certainly save the industry up to $300 
this 


as much as $900 million next year, and 


could be enormous. It 


million in force-out taxes year, 
pull the cork on the inventory bottle- 


neck 
The Straight Man 


Thus the post-Forand distilling pic- 
altogether brighte 
one than it was pre-Forand. It 


ture may be an 
could 
hardly be worse 

om it was look- 
Forand bill’s 
strongest rooter, Schenley’s Chairman 
“Mi 


One of those for w! 
ing brightest was the 


Rosenstiel. Known as Bourbon 
Whiskey,” and proprietor of a _ re- 
ported 30°, -40°, of all the old whiskey 
in the US. (most of it bourbon), 
Rosenstiel was singularly responsible 
for the resurging popularity of straight 
blends (whose _ biggest 
Samuel 
Bronfman, president of the industry's 
Last 
battle, 
of total 
sales ten years ago, appeared to be 
taking 24 


So far, howeve1 


whiskey Us 
booster is Rosenstiel rival 
giant Distillers Corp.-Seagrams) 
afte 
straights, which had only 9 


veal an uphill postwar 


all of this success- 
ful huckstering has done stockholders 


little good Only iiling Publicke 


among the major distillers has racked 
up a return on equity In the 
last than Schenley 
yardsticks). Even with a big improve- 


worse 
five years (see 
ment for his fiscal year ending August 
31, 1958, Rosenstiel’s Schenley still 
Brown-Forman Hiram 
Walker by a big margin, just matched 


trailed and 
Distillers Corp. by a no means satis- 


factory 6.6 return on stockholders 
money 

Nor stockholders rushing to 
pat Rosenstiel’s back for his 
with the Forand bill. Fa 


ning a profit, Rosenstiel merely 


were 
success 
from skin- 
had 
rescued himself from a trap of his own 
making 
the force-out law 
necessity, which dates back to the Ko- 
War that 


the U.S. would clamp down on pro- 


For Schenley, helping to kill 
was a skin-saving 


rean Guessing (wrongly) 


duction, Schenley’s distilleries over- 


produced, soon built up in_ bond 


tremendous stocks of unsold liquo 
on which it might have had to pay 
more than a quarter-billion dollars in 
taxes next year (or even dump much 
of the had the Forand bill 


not been passed. Thus Schenley’s big- 


liquor) 


gest claim in 1958 was not so much fo 
ablest 
but for 


having the management 


having had the 


the industry 
narrowest scrape with possible losses 


running into many millions 
Sleeping Giant 


The end of force-out brought chee: 
from almost everyone but Schenley’s 
arch antagonist, Seagrams. whicl 
fought the Forand bill tooth-and-nail 
and claimed Schenley was only trying 
to get the competitive drop on the rest 
of the industry. But in this, Seagrams 
was speaking out of 
itself 

Long the dominating factor in 
Canadian whisky, Seagrams (VO) 
along with Hiram Walker-Gobderham 
& Worts (Canadian Club) are Cana- 


vested interest 
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All this was hardly evident from 


jh. eepsmehaand aah, ah “Seaetlae anes 


dian-owned, and as such have been 
able to bypass the force-out tax by 
shipping their whiskey to Canada 
tax-free and selling it there or abroad 
Seagrams’ Bronfman 
miffed over Rosenstiel’s success with 
straights, which only recently forced 


Seagrams to out two new 


was no less 


bring 
straight bourbons 
Yet for the major factor in the in- 
dustry (Canada’s Seagrams does 90° 
of its business in the U.S.), Seagrams’ 
performance in recent years has looked 
good only by comparison with Schen- 
Since 1953 Seagrams’ 
sales have fallen 11.2°., earnings per 
share by 32.4‘ Like Schenley, Sea- 
but into oil and 
gas, not kindred pharmaceuticals, and 


ley’s worse one 


grams has diversified 


thus far has taken losses on such ven- 
tures, while Schenley’s ambidexterity 
fruitful. Uncorking his 
first-half fiscal report early last year 
(in which per share profits slumped 
13.6°.), Distiller Bronfman 
up Seagrams’ position: “I wouldn't say 


has proven 


summed 


business is good, but I wouldn't say it 
bad eithe: But stockholders 
were more conscious of the first part 


was 


after easily besting 
stockholde1 
last 


of the statement 
Rosenstiel’s return on 


capital for five years, Bronfman 


year just matched his 6.6 


Centennial Spirit 


last vea) 
& Worts 


up in honor of an auspi- 


In Walkerville, Ontario 
Hiram Walker-Gooderham 
Ltd. set ‘em 
cious occasion: its centennial 
Said President 
Hiram Walker 
Canadian Club as the first one filled in 
the “The 


beginning of dif- 


yeal 
Walton, as 


designated a barrel of 


Howard 


company's second century 
greatness is to be 
ferent.” 

As an example of corporate profita- 
bility, Walton’s Walker was not quite 
but in distilling at least, 


lifferent 


it was 
Walker's average 11.3%, re- 
turn on book value since 1954 topped 


great 


the entire industry. Then, too, it was 


the only one (besides Schenley) of the 


YARDSTICKS OF PERFORMANCE 


Big F Ve i- 
ings growth between 1953 and 1958. As 
Walker's Walton likes to 


out: “The beginning of mediocrity is 


to show Dotn sales and ear! 


also point 
to be the same.” Thus while its aver- 
age 2.8°. annual earnings growth since 
953 


plishment, 


world-beating accom- 
was Walker's total 
record as mediocre as those of its four 
All in all, in fact, it 


was no 
neithe 
f 


rivals was best of 


all 
The Brown Boys 


diffe - 
the 
Big Five. Brown-Forman traditionally 


that 
smallest of 


Another company was 


ent: Brown-Forman 
shunned volume for the sake of profits, 
yet sported the industry's most im- 
pressive five-year sales gain—a 33.4 
boost to $91.5 million in 1957. Part of 
that was undoubtedly due to Brown- 
1956 $18 
Lynchburg Jack 
‘char- 
A smart 
buy it was, too. For 1958 was the ‘ind 
in which Jack Daniel's kind of 


the 


Forman’s purchase (for 


million) of Tenn.'s 
Daniel 


coal-mellowed drop by drop. 


the sourmash bourbon 


ol yea! 


straight whiskey was what cus- 
tomers were willing to pay f 

Operating out of their old 
ville, Ky. home distillery, Chairman 
William Lee Lyons (“Mistuh Lyons”) 


Presi- 


oO! 


Louis- 


Brown and his younger brothe 
dent Brown 
sons of Brown-Forman’s founder) are 
black 


ass. By 


George Garvin (grand- 


as fond of ink as they are of 


blue 21 discounting 


scorning 
and price-cutting, emphasizing wide 
profit margins and concentrating their 
advertising two highly prized 
Kentucky (Old Forest 

Early Times), the Brown boys 
built up a shrewd little 

They hav 

11.1 return 1 it 
1953 Next to 


tops fo the 


behind 
Bourbons 
nave 
distilling 
wed a 
vested 
Hiram 


ndustry 


spec ialist 
covetous 
capital since 
Walker, it 

On the 


was 


othe: hand in trying to grow 


purchasing new brands 
(e.g., the Bols line of by 
and vodka) 
whisky, F 


bigge) by 
andles, 


and importing 


ench and German 


Brown-Forman experienced last yea 


tne Kl 


nd of growing pains that penal- 
zed its earnings. Its per share net of 


1952's 


99° 


$1.87 last year Was <.i below 


net of $2.78 
The Publicker 
Yet of 


illing’s 


Problem 


labo. in 


with the 


all those who 


granary, the 


one 
least fruitful rewards was Chairman 
President Neuman’'s 


Industries 


hard 


With 


Simon 
Publicke 
deficit piled upon deficit and loss com 
Philadelphia's Pub 
poorest drinker 


pressed 
pounding loss, 
licker was surely the 
at distilling’s ba: 
But it 
ment for the 
We were hit 
Publicker executive 
hit first. We've 
beating in the industry 
1952, Publicke 


plummeted 5.8 


was also the eg 
den ist 
hardest claims 
because we 
taken the worst 
Sure enough 


ale S 


were 


Since hi ve 


Originally an indust 
selling 

other distillers 
World War II 
mandeered the 
industrial 
Publicke1 


la more capacit 


aqaucel spl t 
Publ Ls 
when 


alcohol. When 


{ na 
Vuln 


tul out 


ended 


plunged into driv 
F ible ne 
(blended Philadel 
phia Old Hickory t " bourbor 
103 prool Cavalic i] Publi 
Vay out Nas 


out Despite sore emarki 


brand successes 


ree-out for 


the way 
recovery 
e overnight 
At least, as w 
Neumart 

ee daylight 


So. thanks to th 


on 


has Sa d 


\ hole 


indust 
Sti 
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Seagrams declined 
Schenley ; 8.7 
Walker d 3.2 
Publicker 
Brown-Forman a declined 
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, 
copper mining, like nickel 


declined dec 
declined 


mining, 


nea 


Recently, in fact, a 


5-Yr. Av. | Est. 1958 





VON-FERROUS METALS 





WHEN METAL DEMANDS METTLE 


Aluminum, copper, nickel—there was too much of 
each last year, with even more means to produce 


them still on the way. 


Yet in a world of plenty, 


there was still plenty of opportunity to do well. 


diet of 
bring on 

Last 
non-ferrous 


later, a steady 
bound to 
temporary indigestion 
to the metal 


This is how the situation stood 


SOONER of! 
growth is some 
year it 
came pro- 
ducers 
at year’s end: 

e In the 


problem was excess potline capacity 


aluminum, numbe: one 
After being in short supply over most 
of the postwar years, aluminum ingot 
capacity began visibly to exceed de- 
mand late in 1957. Last year, with 
total shipments off 9°; to 1.75 million 
the gulf widened 
reacted with stretchouts of 
programs. But with 
them in force, the capacity of North 
American reduction 
scheduled to rise to 3.3 million 
by the end of 1959—a 28°, 
plant facilities in just 36 months 

@ In copper, between 20°, and 40 
of US 
the early part of last year 
the thing that 
the copper supply & demand balance 
the US., 
Africa, 
mining output by 140,000 
Slower to take deliberate steps 
to reduce excess production were the 
Despite a 
decline in 


Producers 
their 
even 


tons, 
ex- 
pansion 


plants alone. is 
tons 


increase In 


capacity lay idle for most of 
Ironically 
one 


helped improve 


was a spate of strikes in 
South 
which cut 


Canada, America and 


tons 
coppermen themselves 
drastic two-yeat 
until late fall 
stood at postwar highs 

e In nickel, the stocks 
above ground at year’s end were large 
enough to 


prices, 
coppel inventories 


already 


demand through 
months of 1959 
further production. As _ in 
inventories would 
have been even larger had not a long 
strike hit International Nickel, 
mines 60°, of the 


supply 
six or seven even 
with no 
copper, probably 
which 
and refines Free 
World production 

Thus all the principal non-ferrous 
metalmakers faced the same problem 
an ability to produce their metals far 
Fo 


1958 that meant that nine of the top ten 


in excess of the visible demand 


discussed here earned only one half as 
much on their stockholders’ equity as 
they had on average over the past five 
years. The exception was Reynolds 
Metals, almost certain to make 10.3 
on each $1 of its shareowners’ money 
vs. an average 14.4c in 1953-57 


COVER PHOTO: Phelps Dodge cop- 
per smelter at Douglas, Ariz. By 
Josef Muench. 
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and prolonged, Kais >r’s large debt and 





The attrition was great Inter- 
national Nickel’s return of 18.8c on the 
equity dollar, long the envy of othe: 
last yeat 
Aluminum Co 
of America’s, even more precipitously, 
from 13.9¢ 


7.5¢ to 2.7¢ 


metalmakers and miners, 


dropped to about 8.3c 
to 5.3c; Anaconda’s, from 
Struggling Magma Copper 
showed no earnings at all 


Other Side of the Coin 


Just how badly off were the metal 


producers? The plain answer was: 
not nearly as badly as you might think 
to hear thei: The 


remarkable thing was not that the big 


industries’ howls 


metal producers’ earnings were down 
hard, but that they had not dropped 
harder than they had 


There 


scured by 


fact ob- 
the reported earnings. As 
still 


than 


was one other 
were 
profitable 

appeared at first blush. For 
preciation charges were still heavy, 
that that flow, the 
lifeblood of a modern enterprise, was 
high. For the big metal 
ducers, the average cash flow of lic 
per $1 of equity stacked up respect- 
ably against the median for 223 com- 
panies surveyed by Forses this yea 
That meant that they were still well 
with the kind of internal 
cash throwoff that enables a growth 


operating businesses, they 
considerably more 
most, de- 
cash 


and meant 


also pro- 


provided 


to keep growing 


Although U.S. aluminum-makers’ pro 


duction is already running well under 

capacity 

100 cama ——, 

a | | 
a nee Oak q 

60 Primary Aluminum 

40 Production “| 
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company 
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that capacity itself is scheduled to 
rise 15% in the next two years. 


[2.2 Million 
| | Short Tons of 


| 75 Million || 
Short Tons 
Jan. 1961 


Jan. 1958 


Besed on estimates for Alcoa, Anaconda 
Harvey. Kaiser Aluminum, Ormet, Reynolds 


and it feec!s it 





nnot enter that field. 


All this evident from 
the anguished cries of “price squeeze” 
coppermen let forth during 1958. After 
plummeting from 46c to 27c a pound 
in 1956-57, copper fell another 2c last 
year, finally rebounded to close to 30c 


was hardly 


From the plaintive talk of some in- 
siders, it might have seemed that they 
were losing their shirts 

Even Anaconda’s 
Weed, normally known 
interest in diversification and develop- 


dynamic 


Clyde 


best for his 


ment of new copper uses, had the sub- 
Asked what was the 
best touchstone of his company’s for- 


“The 


ject on his mind 


tunes, he answered tersely 
price of copper.’ 
had diversified 


now -depressed 


Because Anaconda 
heavily 
metals and had a heavy load of recent 
capital expenditures, it had been hit 


harder by than 


into othe: 


even recession most 


copper companies 
On the other side of things, diversi- 
fication proved to be something of a 


Metal Climax, 
part 


blessing for American 


part custom-smelter of copper, 
trust, the 


largest producer of molybdenum. Last 


investment and world's 
year its earnings per share dropped to 
an estimated $1.30, only one third be- 
low the 1956-58 average and the shal- 
lowest the 
making companies. (Phelps Dodge was 
second in 


decline among copper- 
recession-resistance.) Ex- 


AMC Arthur H 


“Whereas copper prices had 


plained Chairman 
Bunket 
a sinking spell, our potash, molybde- 
num, oil and uranium bolstered earn- 
ings.” 

It was true, however, that earnings 
of most of the leading copper firms did 
drop even faster than prices—a nor- 
mal result of the leverage of excessive 


supplies and reduced demand 
Nothing to Cry About 


In an industry where prices are as 


volatile as they are in copper, neithe: 


quarterly nor even annual earnings 


figures necessarily have much long 


range meaning. As an envious depart 


asked 


subject of 


ment-store executive rhetori- 


cally when the profit 
“What 


could 
still be a 


margins came up recently 


other product except copper 


drop 50°, in price and 


moneymaker?” 

The fact was that the copper miners 
were still making money, albeit at a 
rate than they 
over the last decade 
margins, ranging from 35.3 for Ken- 
necott to 20.8°, for Anaconda, actually 
provide them with an enormous cush- 
and both de- 
cline. Even comparatively small Mag- 
ma’s operating margin is remarkably 
high, considering that its huge Arizona 
mine is still under development, con- 
siderably raising its break-even point 

As a primarily extractive industry, 


have averaged 
Their high profit 


lesse 


ion when sales prices 
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presently used.” Already aluminum 
7 A 4 in an i 


| = = 


copper mining, like nickel mining, 
does not usually call for the huge and 
steady capital outlays that aluminum 
producers must undertake. In alumi- 
num production the bauxite is a com- 
minor cost, but the proc- 
and particularly the 
expenses used in the reduction process 


paratively 
essing powel 


are major ones 
In addition, in 
the 
velopment of new mines is not often 
Where new 
ng developed, as in Anaconda’s new 
El Salvador project in Chile (due to 
come into production this spring), the 
often write off large 


business 
and 


the 
exploration 


coppel 


at least, de- 


mines are be- 


necessary 


oppermen may 


amounts for rapid depreciation, with 


thei taxed at a lower rate 


Presumably this will considerably help 


profits 


Anaconda’'s 
But 


the 


income 

Anaconda is an exception in 
Its gross prop- 
investment $1.077.7 
about two thirds the size 
Alcoa’s ($1,498 million) 
the U.S. No. Two 
miner, Anaconda is its No. One fabri- 
unusually 


copper industry 


erty amounts to 
million, o1 
ol giant 
Though coppel 


cator, thus maintains an 


sizable 


coppel ( 


investment in plant for a 


ompany 
Cash & Capital Expenditures 


A look at both Kennecott and Alcoa 
bette: 
differences in the capital investments 
In its latest 
had 


offers a example of the wide 
needed in the two fields 
fiscal year Alcoa, which already 
some $1.5 billion in 
spent some $208 million in new capital 


gross property, 


outlays, an amount equal to almost one 
But 
capital 


quarter of its sales 
ducing Kennecott's 
ran little more than one twentieth of 
its $468-million Kennecott’s 


$483.5 million in gross property is only 


copper pro- 


outlays 
sales 


slightly greater than its sales 

As a miner, the same holds true of 
International Nickel. Even though the 
Canadian doubled its 


capital expenditures last year, it still 


big company 


spent an amount equal to only one 
tenth of its sales 

Thus the metal producers who do 
mining but little 
have been able to plough 
rather than 
them have 


much fabricating 
normally 
ready cash 


Most of 


cash balances, 


income into 
brick & 
held on to these large 


them on the 


mortal 
justifying grounds that 
they provide a necessary form of in- 
the wide cyclical 
prices. But Wall 


accusing 


surance against 
swings in 
Street has not been shy of 
lie fallow that 


put to 


coppel 


them of letting money 
bette 


€ Ise whe re 


might have been work 


Recently, in 
writer went so tar as to compare 
Kennecott’s Charles R. Cox with 
Sewell Avery, who long kept Mont- 
gomery Ward on a liquid capital diet 
Replied Kennecott’s Cox 
rancol “Perhaps a fai 


hitherto, but it’s no longer so 


fact, a market lette! 


without 
criticism 
It won't 
show up on our January 1 balance 
sheet, because most of the money has 
Buf actu- 
cash has dwindled to $70 mil- 
from million. The 
build a smelter in Ariz 
revamp Arizona properties and build 


been committed, not spent 


ally , ou 
lion $250 money 


went to ma, 


a refinery in Baltimore. And on Jan- 


uary 2 we take over the Asarco smelte1 
n Utah Then, too 


qu ed Okonite [ 


although we 


mé ker ol 


ac- 


meta 


ROLLING KAISER ALUMINUM FOIL: 


fabricated products spelled success 


a large cash invest 
that 


cables | for stock, 
ment will be made in property to 
build it up 

With their 
fat cash balances and big cas 
that the 
na bad 


wide profit margit 

h throw 
it Is apparent copperme! 
by no 


the 


means position to 


lace mostly pleasant problems 


posed by an again-expanding econ- 
omy. One problem not quite so pleas- 
ant: the 


petition from aluminum 


prospect of increasing com 


Competitive Prices 


The not-at-all-new headache is twice 
that at 
until next July, pig aluminum 
the unusually 
But even the 


happy 


compounded by the certainty 
least 
prices will be fixed at 
low price of 24.7¢ a lb 
aluminum makers were not 
about that, 
give them vis-a 
markets 

The bitter It's a 
major problem,” complained Reynolds 
Metals’ fExecutive Vice President 
David P. Reynolds. “It 
tard our industry's pr 


all, the 


in are 


whatever edge it might 


-vis coppel in some 


response Was 


can only e- 
After 


involve d 


ogress 
new 


programs we re 


and we need a fai 


them out 


freeze can or hurt rowtl 


costly, 


proht margin to 


carr\ 


The 


Thus 
eyes of many aluminum men, 
Aluminium Ltd.’s Nathanael V 
His company was penalized during the 


the villain of the year, in the 
was 
Davis 
slump by its ownership of its own 
hydroelectric plants, which meant that 
it could not economize merely by cut- 
ting off its powel It so had to Keep 
nterest I 
But 


ried about new 


paying ana xea chi 


Davis 


supplies ol 


irgZzes on 


the plants was also wor! 
Russian 
primary aluminu hat begin 
ling into the Eu 
ket. He felt he could ne 
improvement in business 


the low 


were 


to See p 


cost of th 
power would begin to 
mn earnings again 


Weighing 


cumstances, 


thes« elements 
Davis cut 


prices lc a pound, the 


alumi 

set off 
though 
fol- 


prices 


pig 
‘ DV 
But 


udgingly 


nun 
general price reduction 


his American rivals 
they hiked 
Davis started 
December by 


any 


lowed Dav is’ lead, 


again later in the yea 
another chain reaction it 
promising to guarantee prices on 
orders placed before the end of the 
year and shipped before July first. It 
ended with all alumi: 


companies 
promising to guarantee prices on all 
products, virgin or fabricated, shipped 


before mid-year, whether or not they 
were ordered by year-end 
Nonetheless, fixed prices or no 
year ahead looked pron 
David Reynolds 


that we 


the 
Sink Said 
to say 
to the re 
bad as it 


ynolds 


unde! atement 


I don't mean 
have be en obli ious 
cession, but it was not 
might 
ment was an 
While the company 
11.8 below thei 
we the drop was 
nong all the 


ikers 


have been Re com 

indeed 

dropped 
AVC! 


owest 


netal 


ant tacto1r 
break 


automotive 


Probably the 1 
in Reynolds’ showing was the 
through it made 
field. One exampkl arrans 
with both Ford and Che 
by Reynolds delive ! 


from its plant 


thereby eff 


ement 
rolet where 
olten alumi 
num auto 
factories 


aving 
too 


all concerned were 
alun mun 


cutting 


Reynolds Success 


the majo) 


Wrap and 


pro 


gram it instituted a yei ago 


New Era Ahead? 


Reynolds, Kaiser Aluminum & 
Chemical (until last spring 


has be« I 


Like 
a marginal 
having con- 
fabricated 


the high- 


moneymaker ) 
siderable 


yroduct 


success with its 
Thus, despite 


point in the 


| lines 
est break-even 
(70 of 

of the 


sales of aluminum to the 


industry 
felt the 


windup in its 


capac ity ) ] has 
force approaching 
Government 
than 


Yet 


severe 


stockpile somewhat less heavily 


outsiders had suspected it might 


I tne ecess more 





and prolonged, Kais >r’s large debt and 
its heavy capital spending might well 
have leveraged earnings considerably 
more. Kaiser’s fortunes may still face 
something of a setback, however when 
the windup of its Government “puts” 
is completed this spring 
Meanwhile, as Alcoa's 
Frank L. Magee explains: 
parent that the 
rising steadily in each unit of durable 
goods produced. This bodes well for 
the future.” For Magee and Chairman 
Irving W. Wilson this is no small 
Alcoa felt the drop in busi- 
ness more severely than its competi- 


President 
“It’s ap- 
use of aluminum is 


matter 


tors, and is expected to report earn- 
ings off about 50°, for the year 

One reason is that the 
stockpile helped buoy up Reynolds’ 
and Kaiser’s profits at the beginning 
of the year, when Alcoa’s “puts” were 
running out. Another is that the 
percentage of Alcoa’s sales 
consists of heavy industrial goods, and 


sales to 


greater 


demand for these aluminum products 
fell off much more heavily than for 
consumers’ items 

Thus at year’s end Wilson and 
Magee were looking for ways to widen 
their profits by increasing their sales 
abroad (now no more than 5‘, of their 
business), offered to buy a 3343‘, in- 
British Aluminium, a Lon- 
don-based fabricator, for $44.8 million 
Its eyes also on the profitable foreign 
market, Reynolds immediately chal- 
lenged the offer, made one itself in 
conjunction with Tube Investments, a 
British firm in which it has an interest 
Although it sells alumina to British 
Aluminium (no corporate relation), 
Aluminium unable to 
make a proposal of its own. While 
made in 
fabricating aluminum than in produc- 
ing it in pig & dngot form, most of Alu- 
minium’s customers are fabricators 


terest in 


Canada’s was 


there is more money to be 
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that field. 
Even in primary production, how- 
the outlook 
gloomy. To most industry 
it seemed unlikely that demand would 
be great enough to employ much of the 


and it fec!s it nnot ente 


ever, was anything but 
observers 


15°, new U.S. capacity that will go into 
operation. But many felt Alcoa’s Ma- 
gee was being conservative when he 
predicted that “shipments will exceed 
1958 totals by better than 10°, That 
would, approximately, bring produc- 
tion into balance with 1958 capacity 

As Kennecott Copper’s Cox put it 
“We're perfectly alive to what's going 
after all, our 
Chase subsidiary fabricates aluminum, 
of Kaiser Aluminum 
I wish we had twice as much Kaiset 
stock!” 


on in aluminum own 


and we own 13°; 


Competition to Come? 


Thus the aluminum industry 
giving plenty of evidence that, if to- 
morrow’s demand was not sufficient to 
employ all of today’s over-capacity, 
the demand of the year after next 
certainly might be. As Kaiser Alumi- 
num’s Edgar F. Kaiser put it: “Ove 
the past 18 months to two years, we've 
added 35°; to our aluminum-produc- 
ing capacity. It think the 
increased demand would be justified, 
we wouldn't have expanded.” 

Added Kaiser: “There's a good deal 
of idle talk how aluminum is 
going to grow at the expense of cop- 
Sure, 
copper in 


was 


we didn't 


about 


per aluminum is_ replacing 


some spots, and this is a 


‘ 2 3 


factor in its growtn But the great 


growth will not come at the expense 


of copper, but through developing new 
uses and the growth of the economy 

Edward Wil- 
a more direct 
form of competition. “We expect,” he 
‘[to] the ability of 
aluminum to displace other materials 


But Alcoa’s Treasure: 
ber was thinking about 


said, increase 


used.” Already aluminum 
die-castings replacing 
gray iron in automobile 
pump-housings, and reports from De- 
troit indicate that an aluminum 
gine-block is months 
Kaiser, in fact, recently 
scale-model of an all-aluminum auto- 
mobile. More 
indicate that this year’s cars are using 


14°, 


models 


presently 
are castings 


made of 


en- 
only away 
show ed a 


immediately, surveys 


more aluminum than last year’s 
Aluminum has also achieved some- 


breakthrough 
home-building 


thing of a recently in 
One spectacular ex- 
ample is National Homes’ new Viking 
line of pre-fabs, which uses between 
1400 and 3,000 lbs. of aluminum 
(made by Alcoa) per 150 
lbs. in the ordinary present-day home 


house, vs 


In 1959, National has announced it is 
out to build and sell 20,000 Vikings 
And in electrical wiring, where space 


more 2 
nore a 


is not a factor, aluminum is 


more replacing coppe: Al 
reinforced with ste: 
have captured 90 of 
market in the electrical utilnies 
transmission lines 
The coppermen 
makers, 


lirum 
cables ex- 
the 


new 


ample, 


and other metal- 


therefore, may have to step 
up their research & development pro- 
the 
markets, 


is not to run away with new markets 


aluminum, its 
and 


grams u eyes on 


future its competitors’ 
as well as some of the old 
Nickel’s Dr. John F 


Thompson, an old hand at expansion 


International 


(his rate of growth has exceeded even 
that of the steelmakers, to 
whom he supplies 30°, of his nickel), 
“Re- 
Equally impor- 
tant, however, is a continuing and as- 


stainless 


had this to say on the subject: 

search is important 

sured source of supply 
This 


ferrous produce 


was something that no non- 


at least for the mo- 


ment, did not already have 
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7” \ 
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Alcoa 12.6 
Aluminium 10.1 
Kaiser 18.1 
Reynolds 13.7 183 
Anaconda 3.5 99 
Kennecott declined declined 
Phelps Dodge 7 3.9 
Amer. Metal Climax" ] 12.1 
Magma Copper } 
Intern. Nickel 8.9 


Pro forma data 


38 


declined 
10.8 
16.8 
declined 
declined 
4] 
£0 
declined 


8.6 


413 
40.7 
38.1 
none deficits 


8.3 455 
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RAILROADS 


THEY’RE REALLY WORKING 
ON THOSE RAILROADS! 


Last year was no time to carry dead weight, 


and 


rail managements knew it. That knowledge put them 
on their mettle to make do with what they had to 
work with—with some surprisingly creditable results. 


“One of the main troubles with the 
railroads,” the Norfolk & Western's 
President Stuart Saunders has said, 
“is that they really do not know what 
their basic costs are.” 
road men everywhere 
incentive to find out. 
they were 


Last year rail- 
had plenty ol 

Collectively 
taking the worst trouncing 
had handed them in 
twenty years. At recession’s nadir, 
with carloadings off a devastating 
22.7°,—to the annual rate 
since 1938—there was just one thing 
to do: cut costs to the bone 

The amazing thing was the 
most succeeded. As a whole, railroad 
management, never a highly prized 
commodity outside the industry, had 
never looked better 


any recession 


lowest 


way 


Where It Hurt Most 


Tragically, the recession hit hardest 
at just those roads least fit to with- 
stand its blows. By mid-year, both 
the New York Central and the Penn- 
sylvania, the weakest of the lot, had 
run up the biggest deficits in thei: 
histories—more than $24 _ million 
apiece. Also hard pressed, but in far 
better shape to stand the gaff: 
coal-carrying Pocahontas roads as 
Norfolk & Western and Chesapeake 
& Ohio. For the better-diversified 
southern and western roads, the worst 
could be taken more easily in stride 

At the focus of the storm, one road 
stood out in the East: the Baltimore 
& Ohio, which quickly fought its way 
out of the red and stayed in the black 
in what was the payoff of some bril- 
liant management dexterity the past 
few years. Next to the coal-carrying 
C&O and Norfolk & Western, Presi- 
dent Howard revenues 
were 


such 


Simpson's 
off more 
in the 
fact. even 
than the 
Simpson 


other road's 


months—in 


than any 
first 
farther 


year's nine 
percentagewise 
Central's or Pennsy’s. Yet 
kept the tightest rein on 
costs of any big eastern carrie 
hold down the rise in his 
vital transportation ratio* to 5.2‘, in 
the period. Partly accounting for 
that was determined 
abandon B&O's New 


passenge! 


man- 
aged to 


pressure to 

York-Baltimore 
which had 
losing $5 million a vea) 


service, been 


*i.e.. the percentage of gross revenue ab 
sorbed by the direct costs of moving trains 
nainly labor and fuel 
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Showing less vitality were the Cen- 
tral and Pennsy Not 
did they earn their first monthly 
profits for the year. And even at the 
end of the third quarter, the Pennsy’'s 
deficit still totaled nearly $4 million, 
the Central's than $8 million 
Against a 4% average rise in 
portation 


until August 


more 
trans- 
U.S. top 15 
railroads, the Central's rose 7.2 the 


ratios for the 


Pennsy's 7.6 It was a measure of 
their suffering that the Central's 
President Alfred Perlman could sol- 
emnly report last fall that “the Cen- 
tral is not going to go broke As the 
industry calculated it, the Central 
would actually at least break even for 
the full 
show a very small profit 


year, the Pennsy probably 


Remarkably Resilient Rails 


Elsewhere the 
ment was the resilience it showed 
of hardship. No 
so hard beset by 
as the big 


measure ol manage- 
to its degree 


rails 
were revenue losses 
mine products carriers 
such coal carriers as the C&O and the 
Norfolk & Western, such ore 
Great Northern 


carriers 


carriers 
Both big coal 
carloadings were off 24° in 
months. Yet the C&O's 

ratio, key measure of 
a railroad’s direct 
10.9°, . the Norfolk's 4.5¢ The 
folk’s Stuart 
could boast one of the lowest trans- 
portation ratios in the nation--a phe- 
nomena! 30°. Chesapeake & Ohio's 
President Walter Tuohy, for that mat- 
ter, had nothing to be ashamed of 
Against a national average of 


TEST OF | 
| 


as the 


the first nine 
transportation 
cost control, rose 


Nor - 


Saunders, therefore 


eithe 





EFFICIENCY 


Tumbling revenues during the re 


0 
0 


he tS te So 
+ @ ate AY » oF * 
“10ers eres SASF¢ 


cession put railroad managements 
to a stern test: cut expenses or toke 
the consequences. This pressure 
produced some brilliant results, os 


10; 


shown by the railroads’ operating ot 


ratios (expenses + revenues 


-20 








, nals could 


Aver rage opercting 
most roeds 
revenues. (Comparison is with the same months of 1957). Five 
roods, amaringly, octually reduced their ratios 


Rise or fall (%) 9 mos 1958 ws. 9 mos. 1957 


C2 
Ay 

r 

a ¥ 


40.5%, his ratio was a brilliant 36.5% 
through September 

It may even be that Norfolk's presi- 
dent Stuart Saunders has not yet 
shown all he can do. By the 
road's newly 


time his 
undertaken dieselization 
program is completed 1960, he be- 
lieves it will provide no less 
$20 million a year in savings 
over the Norfolk’s proposed 
with the Virginia Railroad, 
worked out, 


than 
More - 
merge! 
still to be 
promises to afford say 
ings of very 


conside1 able scope 


Better Ballasted Fortunes 


The farther west the 
clearer the course in 1958 


road, the 
Inherently 
most stable 
and profitable of the rail carriers, and 
everything seemed to conjoin to make 
short-lived in the West 


such as 


the western roads are the 


the recession 

For the granger roads, 
the Santa Fe, Missouri P Great 
Northern, Milwaukee Northern 
Pacific, bumper crops and farm pros- 
perity meant lively doings. In the Far 
West, a truck strike funnelled 
traffic onto the rails than their termi- 
handle 


acific 


and 


more 


and some of it, it 
was destined to remain with 
them In the Southwest, the 


came, encing a seven-vyeal 


seemed, 
rains 
drought- 
That 


reyv- 


induced regional depression 
that the 


growth trend, 


meant western roads 


enue stalled during the 


drought, was likely to accelerate 
The most aggressive bid to keep the 


ball of was made 


S. Marsh, 


year cut a day 


rolling 
Ernest 


prosperity 
by the Santa Fe’s 
who early in the 
off his 
ules from Chicago, 
the Union 
Milwaukee 
loing the 


westbound freight sched- 


thereby prodding 
Pacific, Llinois Central 
and Southern Pacific 


same 


into 


kind of 


initiative in an industry 


It was a rare competitive 


all too given 
rival forms of 


to sitting pat when 


historic 


Marsh 


transportation invade _ its 

markets. Not stopping there 
went on to cut a day off eastbound 
schedules in the fall. Explains Marsh 
We wanted to keep ourselves in 


0, for 1958's first nine months, rose for 
— but ingly little, considering the decline in 


hl Ml. le Ml... 


os3 


Gains by September however, cut costs and operating ratios 
to levels we 


elow a yeor ago for every major rood but the 


Milwoukee 


r, 


RA Ania 


<¢ 
Par gh 


—10}- Rise or fall (%) Sept 1958 ws. Sept. 1957 
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COMPANY 





Pennsylvania declined declined declined : ? 84.6 
New York Central declined declined declined 1.0 7.2 deficit 
Southern Pacific declined 0.4 declined | 

Santa Fe 0.2° declined declined 

Union Pacific declined 3.7 2.8° 

Baltimore & Ohio 0.8 declined 20.4 

Chesapeake & Ohio 41 j 8.2 

Northern Pacific 0.8 j 5.9 

Great Northern 1.2 d declined 

Missouri Pacific declined ] 12.0 

Southern declined 4.2 46 

IMinois Central ‘declined declined declined 

Louisville & Nashville declined declined declined 

Norfolk & Western 5.1 8.3 9.0 

Milwaukee declined declined declined 


Latest four vear Latest three year 


good competitive position in service.” well last year Just when it needed to include deferred taxes resulting 
it most, the Pennsy’s income from its from rapid amortization in their net 
Something on the Side investment in the Lehigh Valley Rail- income ' Thus the industry reported 
Actually, it was in their non-rail road dwindled. So did Central's in- an artificial earnings peak in 1955, 
income that the western roads were come from the controlled Pittsburgh which in turn probably influenced the 
most vulnerable. Cutbacks in Texas & Lake Erie, and the Union Pacific's ICC to hold back on rate increases 
and California oil allowables hit hard dividends from its large holdings in which otherwise could have been 
at oil income of the Santa Fe. Union the Illinois Central proved necessary 
Pacific and Southern Pacific Fo: Another source of income for some But as these deferrals have dwin- 
Santa Fe, the drop in “other income” roads also dried up: equipment ren- dled, the pressure on reported earn- 
was about 20°;. and its estimated oil tals, important to roads like the ings has been down That they 
income was off about the same per- Louisville & Nashville, the Norfolk, actually have not fallen further is a 
centage from 1957's $8 million the C&O and Union Pacific. With clear sign that railroad management 
Declining production in California's traffic down, such car use fell has been improving its roads’ inher- 
Wilmington field, which has gradually : ent profitability. Thus the Santa Fs 
reduced Union Pacific’s oil income Earnings That Weren't Southern Pacific and Illinois Cen 
since its 1953 peak, caused anothe Far more serious, it took a real ex- tral’s gains last year were mad 


$3.9-million shrinkage through Sep pert to know just what many a road against the deadweight of declines 
f 


tember to $18.3 million Earnings did earn—even after seeing their re- tax deferrals—off 10c per share for the 
of SoPac’s controlled affiliates also ports. For a good part of rail profits Santa Fe, 15c for SoPac, 38c¢ for 
dropped 14 in 1958's first nine last year was something of an illusion nois Central. For the UP, the dri 


1 Se all . ] ; ] ; 
months But earnings from othe: That was more t in the East thar in deferrals meant 


+} litte, 
) alte 


services, including Pacific Fruit Ex anywhere else. At mid-vear. the ICC tween m 
press, rose some 9 effectively plug finally granted the ‘ rl , | ome or ftalling 


rate Less deferral 


ging the earnings gap long-dela) 


In unusually prosperous cireur road mail. Retroacti ly : share 
stances, Northern Pacific's President 
Robert S. Macfarlane had quite the 
opposite tale to tell Nippe r’s 1958 oil l lly approved 


income, he announced, was all but 
certain to top 1957's $6-million take 
by a tidy $2 million. With rail profits 
holding firm, that meant that Nipps 
not only was due to set a new post 
war high mark in profits, but that it 
could act with surprising liberality 
toward stockholders A 20 stock 
dividend, Macfarlane explained, was 
meant to compensate investors tor the 
meager years in the Thirties 
Elsewhere, the railroads’ sidelins 
investments were not fa) 





rose 4c an hour in May, another 8c in 
November. Since labor averages about 
65°. of a railroad’s operating 
this was a heavy burden. Against it, 
even wholesale layoffs, which by Sep- 
tember had cut back the industry's 
work force 15.4%, barely made ground 

As a result, only two major carriers, 
the Northern Pacific and the Southern 
Pacific, succeeded on a 


costs, 


year-to-yeal 
basis in reducing their transportation 
ratios in the year’s first nine months 

each by 1.8' 
from an impressive 10°. cut in passen- 


SoPac’s savings came 


ger train mileage, Nipper’s from con- 
siderable reductions in fuel 
dieselization progressed. 


costs as 


On average, in the nine months the 
industry's transportation 
14 points to 40.5% 
roads, whose revenues were off 
than 6°, managed to hold the rise in 
their ratios to less than 4° the UP, 
Milwaukee, MoPac, Sante Fe. So else- 
where did the well-run Southern 


ratio rose 


Four western 


less 


Less for the Road 


In the 


railroads 


main, costs making up the 


transportation ratios 


relatively inflexible 


were 
But maintenance 
costs were not, and many roads ruth- 
lessly cut back their outlays. Some, 
such as the Southern, Southern Pacific 
and Union Pacific, 
roughly the same 


on maintenance as they had 


simply spent 
proportion ot 
revenues 
smaller absolute 
the C&O, Great 


Milw auke e 


hence 
amounts. Others, like 
Northern, Norfolk 
made moderate 
Thanks to 
mies, the 
back 
(expenditures divided by 
oughly 5 More ruthless were the 
Santa Fe an Baltimore & Ohio 
which reduced then maintenance 
roughly 10 For the 
was the reward of lavish 
B&O, a 
way 
Santa Fe 


in 1957, 


and 

reductions 
new dieselization econo- 
Illinois Central and Nippe 
their ratios 


cut maintenance 


revenues) 


ratios Santa 


F¢ it 


ays in prior years; for the 


out- 


determination to 


Such 


pay its own 


cutbacks for the 

C&O, Norfolk 
could well be 
they have pi »b- 


’ — 
ibly over-maintained thei: properties 


ike the 
Northern 
thing 


ind tor roads 


and Great 


ifforded: if any 


ars. But it was one thing 
Fe, with revenues off 
pare 
quite another for the 
revenues off 18.9 to do 
Savs B&O’s President How- 
rd Simpson, who 


its maintenanct 
atio 10°,, I 
3&O, with 
the sam 


al agrees that one day 


the road will have to make it up: “If 


you can't afford new cars, you mak 
the old ones do for another yeal You 
have to live within your means 


For B&O, the day of 


came in the final half, 


reckoning 
when it began 
had 
roads in the East 
thing to do the 


to make up the 


For 


not an 


maintenance it 
othe: 


easy 


deferred 


it was 
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For 
Pennsy have been skimping on main- 
tenance. Against the 34.2% of 
the Santa Fe poured back 
tenance over the 


Same years, tne Central and 
gross 
into main- 
three 
31.7 


revenues 


years, 
the Central 
off last 


made in its 


prior 
Pennsy has 
29 With 
the 4 


maintenance 


spent 
vastly 
year, cut Pennsy 


ratio meant a 


great 
gouge out of total expenditures: so did 
Central's 2.7 

Except in such hardship cases as the 
Central and the Pennsy, the 
belt-tightening last year probably has 
done But the firmer 
grip on controllable costs many a road 


eduction 
railroads’ 
permanent good 


acquired was not likely to show up 
until revenues began to rise strongly 


Thus October, 
dustry were off 


though in- 
10.6 
But 


through 
revenues 
down only 9 


expenses were 


Year-to-Year Increase % 


THINGS TO COME? 


On the heels of three previous business 
turndowns, railroad operating expenses 
rose for less rapidly than revenues. Result 
industry profits skyrocketed 
on only modest gains in revenues (biack 
line). Now Wall Street is asking: Will history 
repeot itself again—-in 1959? 


colored line 





























in October the 

expenses a good 6.7 
in business. Som 
at the 
e, and would nav 


by the 


expenst 
nan 
roads late: 


vas probably 
Strappd for Cash 


1958 op 


culate d 
olls 


working capita 


23 to $425.4 

not indu ry -\ id \ miaves 
such roads Southern, Norfolk, 
C&O. Santa Fe B&O, N pper al d 
Illinois Central actually showed bette: 
than the, 


was 


working capital positions 
had a year previously 
Working capital was down on some 
other 
strong finances 
tral and Milw 


were so tight that he 3) shires 


but in the 
On the 


1 : 
iuKee howevel 


roads context ol 
Pennsy, Cen- 


} ' 
finances 


Ooadas, aS Well as the B&O ad 
ing capital deficits. Mail pay 


eased the 


work 
and the 
year’s first earnings situa- 
tion later on 
Until the economy tu 

a road felt the cash 

the 
expenditures by nea 


yea! industry 
its outlays for the 
equipment ordered eat 
Prio: 


optimism ol 


commitments maa nm the 
} lade 
capital outlays as difficult to cut back 
Thus in the first 
outlays by UP. the L&N, the 
kee and the B&O actually 
1957 figures by substantial margins 
Where though, the rail 

roads cut back shar ply Santa Fe and 
the Illinois Central about 25 Nipper 
SoPac, Great Northern and the Nor 
folk more than 40 For the Pennsy 
the reduction was nearly 50°,, for the 
Southern, C&O and Central 
than 70 In the case of the C&O and 
Southern, capital had 


scheduled to decline anyway in 


1957, in some cases 1 


as basic costs half 
Milwau 
topped the 


they could, 


more 


been 
1958 
( utbac ks were 
sO 


SUS 


outlay s 


But for most others ths 
ntially 

the C 
pended their n 
Said the 


eCSSt emergency 
entral 1o 
odert yrograms 
entirely well-off 
Southern Pa 

We would have 

S30 million to $40 

Pain in the Pocketbook 


rt 


Roads 


SoPa 





ELECTRIC UTILITIES 





THE LIGHTS BURNED ALL NIGHT 


Recession may have dimmed the economy last year, but 
the electric utilities’ bright lights hardly flickered. It 
only spotlighted the basic soundness of their growth. 


Since the the nation’s electric 


utilities 


war, 
have generated one of the 
economy's biggest buildups. In all, 
their capacity nearly tripled. But 
some skeptics frankly had_ their 
doubts: Was it another case of just 
too much too soon? With all that new 
juice on tap, industry, a notoriously 
fickle power customer, would almost 
certainly plug in for a larger share 
Then what would happen to the utili- 
ties’ historic stability when recession 
turned the lights down low in manu- 


facturing? 
Barely a Flicker 


Last year they got thei: 
Industrial power use did indeed turn 
down, but the 


fiscal lights showed barely a 


answel 


bright 
flicker 
Insteau, as Federal Power C nission 
utilit 


utilities’ ov 


figures showed, the 1 OSS 
) ; 
rose a tidy 4.4 


And 


profits rose even faster: a lus- 


revenues actually 
in the year’s first nine month 
their 
trous 6.9°, 

For the Big Twelve elect» vel 
companies here, the 
Even on the 
conservative estimates, their 


reviewed gain 


was even wider most 
earnings 
bette! 
than the 5.4% rise they had scored in 
the past three years 

For utility men, it was the final 
vindication of a sturdy faith that the 
needed and that 
the industry could not go far wrong 
giving it “The 
observed Commonwealth 
Edison’s Chairman Willis Gale, “that 
the utilities can adjust to a recession, 


increased well over 7°, —or fat 


nation more powell 


more year has 
proven,” 


or to inflation, even better than peo- 
ple thought.” 

But made it all the 
amazing was that last year saw more 


what more 
new capacity go on line than in any 
other year on record: an estimated 
15-million kilowatts Ordered 
long beforehand, it boosted total ca- 
pacity to 145.6-million kilowatts, an 
11.5‘, rise, and cost a record $4 billion 

Yet it 
utility 


new 


made no difference: just as 
men had hoped, the demand 
there. And that made them 
breathe a lot easier about the 12 or 
13-million new kilowatts capacity 
scheduled to be added to their hum- 
ming power lines this year. It even 
made them wonder whether their for- 
ward orders for 


was 


down 
drastically, were going to be enough 
or whether the industry 


equipment, 
might not 


42 


now have to plan still another big 


buildup 


How to Stoke a Boom 


How did the utility men succeed so 
handily in stoking their boom in the 
midst of a recesson, and fare so well? 
If there was a hero to the tale, it was 
clearly the utilities’ best friend, re- 
liable John Q. Public. No 


what the economic weather, he 


matte! 
was 
snug at home, keeping the lights full 
on, running his washing ‘machine, 
frying his eggs in an electric pan, put- 
tering away with his power tools, o1 
just relaxing before his TV set. He 
might be making the old car do an- 
other year, or putting off an overdue 
But he was 


sacrificing his 


paint job on the house 
thinking of 
plug-in conveniences 
That itself, 
remarkable job the 
done in persuading John Q. that liv- 
living 
Never as sales-minded as the automo- 


not even 


tribute to the 
had 


Was a 


powermen 


ing well means electrically 


bile or television industries, the powe1 


* wy 


POWER PLANT: 
plugged in to popular demand 


producers had still quietl, scored their 
point. As a result, the average resi- 
dential user's consumption of elec- 
tricity had risen from 805 kilowatt 
hours in 1937 to 3,174 kwh by 1957 
Last year, use was up again 

It was, when year ended, all those 
lights and appliances burning power: 
that tided the 
recession Not 
only was residential power use more 
reliable than 
also more profitable 


in American homes 


utilities through the 


industry's. but it was 
The 


turing plant which consumes powe! 


manufac- 


on a massive scale also gets it at sne- 
cial low wholesale rates. John Q. Pub- 
lic, of course, buys his electricity at 
retail, so his business 


means more 


profit per unit of sold for the 
utility company 
Thus, though at 


cago-based 


powel 


Willis Gale’s Chi- 
Edison 


for instance, recession hit particularly 


Commonwealth 


hard, decreasing industrial power de- 
mand 9.7°, in 1958's first half, it still 
Higher 
residential commercial 

took than 
to offset industrial 
boost total revenues 2.3%. 

But there 
for the 
outlays fon 


turned in a good yea rate- 


paying and 


customers more enough 


powel! losses and 
was another vindication 
utilities in 1958 
efficient 
their 


their hugs 


more new plant 
worth. By 
Edison 


powet 


more than proved 
December, 
Electric 


industry 


according to the 
Institute, the electric 
had a generating capacity 
some 29.6-million kilowatts in excess 
differential 
in the trade 
That meant that the power companies 
keep their efficient 
standby equipment idle, cutting aver- 


ol custome! needs—a 


known as “gross margin” 


could older, less 


age basic power costs 
Money & Mechanization 


But 


from 


merely 


switching opportunely 


one customer to another could 
not alone have explained the bright 
light the utilities cast in 1958 
that 


Building new electric plants is 


Powe! 


companies are not easily man- 
aged 
a matter of many millions of dollars 
and the 


Hawk-eyed regulatory agencies keep 


money is hard to come by 


a sharp watch on the utility men, tell 
them just how much they can charge 


their formulas work out 


to revenues of just about 25c a year 


In practice, 


on every dollar invested in the costly 


power plants themselves. In_ few 
othe: 


capital produce so little revenue ot 


industries does such massive 


such a tiny net return an average ol 
less than 6% in recent years 

For utility 
Philip Sporn, chairman of American 
Electric Power Co., biggest 
producer of them all, there has been 
just one way to beat this deadly game 
of regulation greater efficiency 
Sporn’s gospel: pay the price of mod- 


such men as canny 


powel! 
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YARDSTICKS OF PERFORMANCE 








COMPANY 





Pacific Gas & Electric 
Consolid. Edison (N.Y.) 
Commonwealth Edison 
American Electric Power 
Amer. & Foreign Power 
Detroit Edison 

Public Service Elec. & Gas 
Southern Calif. Edison 
Southern Co. 

Niagara Mohawk Power 
Philadelphia Electric 
General Public Utilities 


ernizing and wmechanizing 
plants to the point 
be operated at the 


cost 


NOOO Ww wr 


o=) 


10.9 


where they 
least possible Farther south, the Southern Co 


deciined 
89 
28 

declined 
10 

declined 
3.4 
8.2 


powe! Edison's e 


can 6 


President Harllee Branch Jr. has tra 


The proof of Sporn’s prescription is ditionally faced just the opposite 


American Electric itself 


On average _ situation. Efficient power production 


over the past five years, Sporn’s giant requires a good rate of growth, and 
has earned a topnotch 12.1' 


stockholders’ equity, 


among the Big Twelve utilities 
year again the efficient new 


Sporn has dedicatedly 


on in Alabama, Georgia, and the parts of 
the highest Mississippi and Florida that Souther 
Last Co.'s operating subsidiaries serve, 
plant the growth in population has been 
championed _ slower than the national average. So 


proved its worth. Thanks in no small Branch’s company has had no choice 


part to the huge 


line near Zanesville 


American Electric 


year with an estimated 13 


225,000 kw 
Sporn had _ farsightedly 


(Ohio) in 


came through 


brought 


unit if it was to keep pace with new tech- 
on nology, but to attempt to bring new 
1957 industrial customers into the area. l 
last 1958's first half, no less that 81 new 
return oni plants were built along Southern Co 


invested equity, even though indus- power lines, 30 more than in the 


trial demand was 


area 


It may be, however, that techno- enues rose some 4.3 last vea 
logical savings are 
limits. Says Detroit 
Cisle1 In the past, 


off 


reaching 


throughout 


ts same months of 1957 One isible 


result: Southern Co.'s industrial rev 


thei: In the past five years, Southern 


Edison's Walke: sales have grown at a compounded 


it has been pos- rate of 9.2 per year. Of the Big 


sible to achieve lower capital 


and greater economy 


equipment Recent 
have changed the 
small improvement 


costs Twelve, only Pacific Gas & Electric 


by utilizing ad- and Southern California Edison, whose 
vanced types of generating and othe1 state is literally exploding with growth 
price advances’ topped that record. Moreover, South- 


Situation 


by further advances in 


nology 


Who's on Line? 


Walker Cisler had 
to know how hard 


reason last 


recession 


Only ern California Edison had paid a stiff 
can be achieved price tor its great expansion: extreme 


tech- dilution of per share earnings, which 


Southern Co. suffered only in far less 


e! degree 


Warming Up Profits 


yeal 
could What can't be done at one end of a 


hit a power company. Of the Big power line, however, may well be 


Twelve utilities, only his Detroit Edi- accomplished at the other, as not a 


son showed a decline 
the 1956-58 average 


in earnings from few utilities proved last year. One 


Big reason 


his area there have neve 


in such trick involved the fuel in the 
been power plants’ boilers. For a Sport 


enough residential customers to fully most of whose plants are near bitu- 


offset Detroit Edison's 30‘ 
mand by industrial users. Thus, 


power de- minous coal fields, using any other 
with fuel would of course be foolish But 


auto production off and commercial for other utility men, quick-footed 


customers especially hard hit 


FORBES. JANUARY 


Detroit switching fron fuel to anothe 


could mean saving a pretty penny 

Proof of this fact came from nimble 
Consolidated Edisor Like Detroit 
Edison’s Walker Cislk Con Ed's 
Chairman Harland Forbes and Presi 
dent Charles Eblk are restricted to 
big city territories where elbow oom 
for growth is limited. So it is no dis 
credit to them that ae Ed 
pushed forward at o1 
in the last half deca 
Southern Co 11.5 
California Ediso 

As they have pro 

sy costs can be quite 

new custome 


rable part ol 


inconsider: 
other aving 


pas directly 


the count 
Chairmar 
inded pipell 
or PG&E, he 
ss than 450-n 
a day to C 
nnd million pipeli: rT ; ada 
Vith that on tap slack hoped to be 
wb to exploit hi 
tribution busines 
Yet gas was tli 
Black’s concern. Pre 
rains meant high ! lo! 
PG&E's hydroelectri a cheapest 
of all power sources, a big fact in the 
estimated 1] ’ ! mpany earn- 


ings last ye 


Seeds & Their Fruits 


the utility ndustry capital 


cnoice 





The skill comes in making seed cash 
produce an eventual harvest. The 
credit must go to the management able 
to make the new investment pay off. 
And since utility spending is rela- 
tively constant, the relationship be- 
tween plowed-back earnings and 
subsequent earnings growth is a sig- 
nificant index of this skill 

At this high art, as Forses’ yard- 
sticks show, the palm goes to Detroit 
Edison's Walker 
performance is a 
Second has been 


Cisler, whose index 
brilliant 31.6°% 
PG&E’s Black (in- 
24.1°7.), with Consolidated Edi- 
son's Forbes (index: 21.4°; ), General 
Public Utilities’ Tegen (index: 20.9°; ) 
Electric’s (index 

and Southern Branch 

19.0°) Less 
than the 
suggest, the index does not discrim- 
inate meaningfully where small nu- 
merical differences 


dex 


American 
20.8°,), 
(index 


Sporn 
Co ’s 
next in line 


exact figures themselves 


are involved 
Nevertheless, it is a revealing rough 
measure of management’s success at 
making plowed back earnings pay off 

For some utilities, retained 
ings have not produced a full harvest 
of new earning 
the index suggests, they huve been 
part of the 
hind 


earn- 


power Instead, as 


price of not falling be- 

At Philadelphia Electric, for exam- 
ple, Roy G. Rincliffe has 
probably been forced to move faste1 
in capital outlays of late by surging 
growth than 
considerations would prompt him to 
do. His bailiwick is the fast-growing 
Delaware Valley, which now holds no 
less than 87° of all types of industry 
the U.S. Department of 

Between 1958 and 1962 
Rincliffe is spending, $460 million on 
plant. Yet, if the 
the harvest of 


President 


area sheer economic 


listed by 
Commerce 
new past is any 
this new in- 
vestment is likely to be less than lux- 
uriant For dollar of 
plowed back in the last five years, the 


measure, 


each earnings 


index shows only 12.2¢ in new 


the 


earn 


ings--well below par for indus 


trv'’s leaders 


The Dilution Headache 


Another telltale’ of 
skill among. utility 


management 


men is how well 
Financ- 
ing a utility’s power-packed growth 


has 


they have avoided dilution 


meant vast 
But management 
made all the 
By regulatory fiat, no more than one 


quantities of new 


capital how raised 
| 


it has difference 
half of a utility's capitalization may 
be in long-term debt, although ideally 
the utility men would dearly love to 
have fa and 
earnings on their common stock even 


more thus leverage 


more 
Debt financing has one big advan- 
tage: where dividends on 


new com- 


mon stock must be paid out of earn- 
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CURRENT TRENDS | 


Recession? What recession? asked the 
electric utilities. To be sure, power con- 
sumption by industry in 1958 lagged 
behind 1957, but residential use-a far 
more profitable proposition, anyway— 
was up handily, and over-all earnings 
also moved higher.* 


industrial use of electric power fell in 1958. 


1957 
$2.6 Bil 


1958 (est.) 


—38% 


But residential consumption rose... 
+ 8.8% 
$3.76 Ba 


And so did total revenues... 


$1.4 Bil 








“Estimates based on 12-month (1957-58) figures for 263 utilities 


ings after taxes, interest on debt is a 
tax-deductible expense. Yet, in vary- 
the 
unable to avoid equity financing and 


ing degrees, utilities have been 
dilution of common stock earnings 
How much dilution each company’s 
suffered varied widely 
Consider the case of New Jersey's 
Public Service Electric & Gas Over 


the past five years, President Donald 


common 


C. Luce’s company has floated no less 
than 1,700,000 
verted other securities 
1,946,000 
The 
that stockholders’ pel 
earnings have risen only 32.5 


new shares and con- 
into an addi- 
tional shares of 


stock 


meant 


common 


dilution involved has 
share 
as tast 
as total net profit 
Such dilution has hit 
of Niagara Mohawk and 
California Edison even harder 
agala Mohaw k, 
last five has 
100 It is likely 
For 


has 


stockholders 
Southern 
At Ni- 
the dilution over the 
years been more than 
to get worse before 
President Earle J 
run up against the 
the debt 
With debt already a top-heavy 
total ‘apitalization, Machold 
little but to float 


common when he needs 


it gets better 
Machold now 
powerman’s iron. curtain 
limit 

56 ot 


will 


more 


have choice 
stock 
money again. One large contributor 
a rockslide in 1956, 
the company’s 
Schoellkopf generating plant 

Othe extreme dilution 
stockholders in Southern California 
Edison. Over just the past four vears 


President Harold Quint 


to this sad story 


which wiped out 


victims ol 


yn has in- 


outstanding common stock 
by a mammoth 1,716,234 shares, which 
has meant that per share earnings 
have gotten nowhere while total prof- 
its were up more than 40° 

Some dilution also faces shareown- 
ers in General Public Utilities, whose 
President Al Tegen last 
posed a rights offering of 


creased 


year pro- 


one new 
The of- 


wate! 


each 20 now held 
will admittedly 
Tegen, however, is not at all 
worried about it 


share for 
fering down 
earnings 
Over the past five 
years, while 
6.8°, earnings have risen at an 
8.2° Says Tegen: “Ou 
has been that our financing does not 


sales have grown at a 


rate 
rate record 


reduce earnings from one 12-month 


period to the next. The dilution from 


the rights offering should not be 


noticeable a year from now.” 
Too Much Largesse? 
Most 


could say 


othe: 
the 
respectable argument that 


utility 


same 


men wish they 
Yet there is a 
the utili- 
ties may have compounded their dilu- 
tion troubles by too much 
with dividends. Thus Niagara 
hawk has paid out 81.3 of 
over the past five years, Con Edison 
75.9" Public 81.7 This, 


some analysts suggest, is why Public 


largesse 
Mo- 


earnings 
Service 


Service has had to go so continually 
to the capital market To its 
agement’s credit, the consequent dilu- 
tion, while 


man- 


serious, has not been as 
extreme as might have been expected 

But one pitfall Public Service has 
not escaped 
the 


while 


high 
borrowed. To 


is an inordinately 
rate tou money it 
be sure, 
deductible item, it is 
that is 


earnings are hard come by 


interest is a tax- 


also a_ fixed 
when 
Where 
able to 
, Pub- 
averages 3.8 
debt 
rate among the big domestic utilities 
Enjoying the best terms: Philadelphia 
Electric 2°,) and Gen- 

» 

~ 


Public 15°.) 


charge heavy to bea) 


most utility men have been 


raise debt money at about 3.3 
lic Service's interest 


on its $623-million the highest 


n 
(average: 3.1 


eral Utilities ( 
In Foreign Climes 


But 


terest 


Publi 


American 


Service's in- 
& Foreign 
Henry B 
would, undoubtedly, be very happy to 
Operating in 11 Latin Ameri- 
Sargent 


high as 
rate 1S 
Power's President Sargent 
pay it 


can countries, must pay as 


on its sinking fund de- 
bentures, reflecting Wall Street's esti- 


high as 57x, 


mates of the risks involved abroad 


anothe1 
no small importance. The Latin Amer- 


Sargent faces problem of 


icans often have prevented him from 
taking earnings out of their countries 
thus Sargent’s 


holding return on 


equity to 5.9 Gradually, however 
he has been able to bring more profits 
northward 
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RUBBER 


THE WAY AKRON’S BALL BOUNCES 


Rubbermaking Akron no longer sneezes when 
automaking Detroit catches cold, though it 


still gets the sniffles. 
ron’s rubbermakers—if not 


But last year Ak- 
New York’s— 


showed a remarkable resilience in misfortune. 


“THE ONLY anxiety that I have,” wrote 
Dr. Benjamin Franklin Goodrich, 
shortly his death in 1888, “is 
whether the discipline of the concern 
is kept up and whether the stand- 
ard of quality is right up to the mark.” 
Warned the founder of B.F. Goodrich 
Co., first rubber fabricator west of the 
Alleghenies: “But if it fails in either 
of these particulars, it will go to the 
devil in fourth the 
taken to build it up.” 

At the Big Four 
year, company discipline and stand- 
ards of quality were no problems 
Both were right up to the mark. And 
the rubbermakers were far from going 
to the devil 


before 


one time it has 


rubbermakers last 


Yet even with a rebound 
toward year’s end, earnings had just 
aboyt the bounce of a mushy medicine 
ball 

That, of course, was only to be ex- 
Somewhat harder 
to explain was the rubber capital's 
surprise at the whole thing. The re- 
cession, which hit most of U.S. in- 
dustry in the late summer of 1957, had 
not reached Akron until the follow- 
ing December. But when it did, it 
fell with a distinct thud, and seemed 
to surprise everybody. Akron’s un- 
preparedness showed once again that 
the rubber industry still has no really 
reliable economic gauges by which to 


pected in recession 


measure what is coming and prepare 
for it 


Rain in the Backyard 


The way rubber’s fiscal ball can be 
expected to bounce is usually tipped 
off by the level of rubber consumption 
But in the first five months of the re- 
consumption bell- 
rubber products as hose and 
even 


cession, of such 
wethe 
and 


belting replacement 


was 


pas- 


senger car tres, quite strong 


Conducting its own post-mortem on 
what happened afterward, two months 
ago the Rubber Manufacturers Asso- 
from 


Direc- 
“Production in 


ciation heard an explanation 
Goodrich’s Business Research 
tor, Karl O. Nygaard 
some areas of the industry,” said he, 
‘went ahead almost as if future sales 
were not already rolling down the 
hill. The sun was shining out the front 
window, but it 
backyard.” 

The deluge that followed in Decem- 
ber doused lingering Pollyanna hopes 


thoroughly. By the hundreds, 


was 


raining in the 


users 
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of industrial rubber products suddenly 
stopped ordering and began living off 
their inventories. In all, the 


mists later 


econo- 
decided, only three othe 
manufacturing industries—autos, elec- 
trical machinery, and primary metals 

had been harder hit by the recession 
than rubber itself 

For what it 
did prove one thing 
troit cold, 
(see chart). But 
still accounting for 
roughly 50° of the Big Four rubber- 
makers’ half-and- 
half in equipment and re- 
Akron can still be 
expected to get a nice case of sniffles 
It did last But the re- 
silience of at least two of the rubber- 


is worth, the 
that 
Akron no 


ecession 
De- 
longer 


when 
catches 
sneezes 


with auto- 


mobile _ tires 
business (about 
original 
placement tires) 


again yea! 


makers, Goodyear and Firestone, was 
proof enough that Akron is no longet 
the mere satellite of Detroit it once 
was 

best bal- 
rubbers’ big wheels 


fastest-rolling and 
anced of all the 
was, not surprisingly 


also the biggest 


1953 = 100 





| INDEPENDENT 
| — SUSPENSION 


Detroit and Akron still go to 
gether, but what jars one these 
days may only jiggle the other 
Reason: the rubber componies 
diversification away from tires 


| 
| 
| 
j 









































Chairman Edwin Joel 
Goodyear Tire & Rubber, the nation’s 
No. One tiremaker. In almost 


measure ol 


Thomas 


every 
and managerial 


performance, it was Thomas 


absolute 
growth- 
gaited Goodyear that set the pact 

In Some 


respects, Goodyear’s re 


silience in recession was something of 


a surprise. Owing mainly to its prod 


lack of 


Goodvyear's op 


uct mix than to any 


al dexterity 


rather 
MmManayvrerl 
pront margins norn ally fall 

While they 
able 12 
that is still short 
13 Yet by 


Goodvea has actually 


ival Firestone 


have averaged an admit 


ovel 
the past five years, 
of Firestone's shrewd 
use of debt 
been able to use leverage to show a 
bette: equity (its 1953 


Firestone 


return on 
97 averarte 14.7 ) 


(13.2°;,) 


than 


Balanced Wheel 


sut what Goodvyear's leveraged 
capitalization has done for it in good 
Wall Street 
bad Yet 
C,oodveal b 
shed the 
lastest rate of earnings growth among 
the Big Four rubbs 
pounded average 8.7 a 
Firestone’s 6 Goodrich's 3 
for U.S. Rubber: 

Yet even 18.3 


drop in Goodyear’s per share earnings 


times should, by every 
undo it 
this 


management has 


canon, more in 


helped by leverage, 


accomp! 


makers—-a com 
vear ws 

none 
with an estimated 
last year to an 
17.9 
share for Firestone) 
able net 
still 
the industry 


estimated $5 (ws. a 
drop to an estimated $6 per 
Goodyear's prob- 
return on invested 


10.9 


equity 
stood at a lof tops fo! 
Goodvyear's 1958 showing was all the 
remarkable in that about 60c on 


dollar of its sales 


more 
every derives from 
tires, 
best 
Thus 


automakers 


and much of it from Goodyear’'s 
Chrysler Corp 
among the Big Three 
Chrysle1 most se- 
verely pine hed by 
the Big Four 
lyvear that stood at the top of the 


single customer, 

where 
was 
recession amone 
rubbermakers it was 
Goo 
prohitmaking heap 

Only 
Thomas 
rolled up his 


the line 


two years ago Goodyears 
workman's apron 
hauled off 
llionth 
tire Actually as a dedica 

ohit-n Eddie 

las had aow!l ni 
sleeves since he mov 


1940 


donned a 
sleeve ind 


Goodyear s 700 


inded rubbe1 mat 
neve! olled 
ed into the presi- 

When he su 
s old mentor Paul Litchfield 
man last Thomas was 


still pushing 1 biggest 


dents 


chair in 


ceeded h 


project: a diversification drive to 


I 
an increasing hare ol 


Goodyear s 
profits rolling in from other-than-tire 
In that respect, Thomas ef- 
forts have brought 


While 


tires a day 


sources 
Goodyear a long 
way capable ot 


105.000 


turning out 


(runner-up U.S 
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Goodyear 
Firestone 
U.S. Rubber 
Goodrich 


Rubber’s 


Goodyear 


103,500) 
not 


daily 
now 


capacity 
also produces 
merely chemicals and plastics but a 
wide range of such consumer items as 
Neolite heels and soles (“Step on it!”) 


Rekindled Firestone 


Goodyear’s neighbor in Akron, Fire- 
stone Tire & Rubber, 


fared 


may not have 
but 


and his brother 


quite so well, Chairman 
Harvey Firestone J: 
President Raymond Firestone, 
hardly far behind. Firestone’s 
customer is Ford, which took 
like Chrysler Corp.'s shellacking in 


the recession 


are 
best 
nothine 


Actually, Firestone’s showing suffers 
with 
ability to generate a fatter 


only by comparison Goodyear's 
return on 
net invested equity. Despite the drop 
to 10.5°) last 
year average return is a respectable 
13.2° What's more 
profitability, as indicated by its oper- 
ating profit the 
of all the Where 
in its last reported full year brought 
12.9¢ on dollar of 
Firestone brought down 13.9¢ 
The that Firestone 
higher but 


growth may be that it has not 


year, Firestone’s five- 


its fundamental 


margin, is highest 


rubbers Goodvea 


down each sales 


reason boasts 


ma shows slowe1 


gins 
earnings 
branched out into new diversifying 
ventures as far or as fast as its rubber 

| Though _ it 


making 
tret include 


brethren has 


hed its product mix to 
y| 1 guided les, and 
plastics and guided missiles, and it op 
government ordnance 
will house ar 
Firestone still relies 
mainly on tires to keep it rolling. Li 


60c of 


erates a pair ol 


plants (one of which 


atomic reactor) 
Firestone Ss 

tire But Fire 

stone is proportionately than 


prod 


Goodye il 


1] comes trom sales 


he avi 


Goodyear in synthetic rubbe: 
a high-profit business, and it 
retailing 


900 tor 


the scope of! its operation 


(776 stores vs Goodyear ) 
cash 


the 
IS spending tol 


Firestone’s 
liable 


company 


flow (a fairly 


gauge of rate at which 
plant 
20.9¢ on 


new 
and equipment), ran to just 
every dollar of net invested equity u 
1957 vs That 


meant depreciatior 


22 3c for Goodveat 


that Fir 


estone s 


declined 


came to 8.l¢ 
against 8.9% 
at a 9.6°, 
flow is not growing nearly as fast as 
Goodyear’s average 10.7% a year 
But by sticking to its tire last, Fire- 
stone has not done at all badly, ex- 


dollar of 
Mo: eover., 


pel equity 


tol Goodyeat 


-a-yeal clip, Firestone’s cash 


pects to show even greate! bounce this 
year. Says President Raymond Fire- 
a nod in Ford's direction 
One 


business 


stone, with 
“This could be a record yeat 
that 


upgrade recently 


thing we know is oul 


has been on the 
Chemical Reaction 


than any of its 
fellow fabricators is Chairman 
John Collyer's B F Goodrich 
the industry’s fourth biggest producer 
third of its 
traced to tires (biggest cus- 
GM), 1953 
return on invested capital has aver- 
aged only 1] 9 
the Big Four 
The 


Goodrich began rushing in (especially 


Less tied to tires 
rubber 
Lyon 
Though only one sales 
can be 
Goodrich’'s 


tome! since 


smallest return of 


reason may be that years ago 


where others feared t 
First rubbet 
up a_ rubbe 
1895), Goodrich puts 
than 12,000 different prod- 
As a 
‘We 


chemical 


in chemicals) 


com- 


tread quite so fast 


pany to set research 


center (tin now 


out n 


lore 


ucts Goodrich once 


executive 
that the 


industries are de 


and 
stined to 
step with, but a 


said believe rubber: 


grow not only in ste] 
ahead of, America’s over-all expand 
ing e ; 

Yet 


plunges 


onomy 
Goodrich s 
the 

cold water o1 


Not or hy 


eXpenslve 
into chemical 


throw! 


bilits 


some 


eturt or 


(11.9°, ) lowe 


Good: 


j 
ich ope 


radi ears 


(14.6 


10.9 
10.5 
6.1 
8.0 


with earn- 
41.4° 

Reckoning the damage towaid vear’'s 
Humphreys predicted 
of $2.80 a share, a precipitate drop of 
1952. The plunge 
sent U.S. Rubber’s return on invested 


that took the hardest blow 


dropping an estimated 


ings 


end, earnings 


$1.53 a share since 
capital down to 6.1%, far and 
the the 


If Humphreys’ Rubber was hit hard- 
est by the recession, it was because it 


away 


slimmest return in industry 


had been caught most unawares. Be- 
1956 


recely ables 


tween pre-recession Decembe: 


inventories and 
43.3c 


mid-recession 


when 
on each dollar of sales 
December, 1957 


Humphreys had some success 


stood at 
and 

Harr. 
in reducing them to a less back-break- 
ing—but still high—40.6 Mean 
while, at Goodyear, Ed Thomas had 
inventories and standing 
37.9¢ on dolla 


lowest level throughout the entire in- 


recely ables 


at only each sales 


dustry 
Rebounding Rubber 


efforts to salvage 
Rubber’s fallen fortunes have 


the tide More 


has begun decentraliz 


Humphreys’ 
not 
visibly stemmed 
cently he 

rations and chopping away 


»>towara bi Inging 


, 
illior 


Last 
re¢ ord 


nont} 





Years of Progress 
in Designing and Building 
for Low Cost of Operation 


The Austin Company «+ designers, engineers and builders 


THE 


AUSTIN METHOD 


The years ahead will have new and different dimensions than the years past. But the root 

the past are important to the future, and on these pages is described ‘““The Austin Story” and it 
portent of things to come. As designers, engineers and builders, The Austin Company has deve 
oped a pattern for tomorrow based on “‘Low Cost of Operation” for commerce and industr 


The story continues on the following page: 





AUSTIN AT 


‘The Best of 
the Future 
Is Built Upon 
the Broadest 
Hxperience 
of the Past 


This is not a history of building for industry 
in America. Nor is it a history of The Austin 
Company, which, this vear, is observing its 
80th anniversary. 


Rather, it is a portent of the future . 
with a look at what there is to build it with. 
Experience is one of the factors . . . goals to 
be accomplished are another . . . and the 


method is the most important of all. 


The significant thing about the Austin 
Engineering-Economic Approach is what it 
might do for your company. This approach 
has, in the corporate experience of many 
of America’s well-known companies, helped 
lower the cost of operations . . . helped 
make and distribute more and better goods 

for the benefit of customers and at a sub 
stantial gain for the business enterprises that 


have employed it. 


1. IDEA BORN IN A FIRE. Ina town north of London, 
Samuel Austin, a carpenter, read about the Great Chicago 
Fire. Calculating that there would be lots of building work 
there, he bought passage to America. Stopping over in 
Cleveland, he promptly found work, stayed, and soon 
founded a carpenter contracting business—in 1878. 


2. A REPUTATION GROWS. Samuel Austin and Son 
Co. was selected by H. Black Company, Cleveland, to build 
a new clothing plant. It marked two firsts—the first rein- 
forced concrete building in the city and Austin’s first venture 
as a general contractor. 


3. “UNDIVIDED RESPONSIBILITY.” After 
Samuel Austin had taken his son, a graduate engineer, into 
the business, they developed a new idea—The Austin 
Method of Undivided Responsibility which combined engi- 
neering and construction under one contract to eliminate 
gaps and overlappings in responsibility. 





4. THE TEST OF WAR. World War I brought 
demands for fast action. Curtiss Aeroplane and Mctor 
Corp. asked Austin to design and build a plant for making 
airplanes and engines in Buffalo. Within 90 working days 


after ground breaking, 1,000,000 sq. ft 
completed and occupied. 





7. ACCOMPLISHMEN 


plants for the production 


of floor 


space wa 





r 


contracts aggregating more than 


Conditions” plants for 


8. FIRST MAGNESIUM FROM 


SEA WATER PLANT. A scientific 


break-through of World War II develop- 


ed by The Dow Chemical Company. The 


first plant in the world to employ this new 

process was located on the Texas Gulf 

Coast as a result of an Austin Plant Loca 

tion Study. This plant and three other 

major plants utilizing the Dow process 
*T 


were engineered and built by Austin 


ind-the-clo 


$200 m 


ck pr 


fr 
i 


rd 


lé 


77 


or 
» 


5S. GROWTH THROUGH RESEARCH 


pioneered 


tr 


6. FOR 


1930 


iand bu 


in 
in 


research involving building 


An early project was testing ft 


tripecs 


ERUNNERS OF THE FUT 


IN WORLD WAR Il. During 


im tary aircr 


( 


URE. Ir 








9. DISTINCTIVE APPEAR- 
ANCE... BY DESIGN. 


Just as better appearance may 
enhance a better product, so 
may good appearance reflect a 
more efficient building or plant 
facility ... it all depends on 
basic design. To provide distinc- 
tive appearance at no premium 


AUSTIN “4 / 





in building costs is Austin’s prac- 
tical philosophy of good design. 


10. PLANTS DESIGNED 
FOR LOW COST OF 
OPERATION. 

Large, unobstructed floor areas 
... flexible layout . . . increased 
production capacity in less 
space .-.. practical and econom- 
ical materials handling —all 
contribute to rock-bottom op- 
erating costs in manufacturing, 
warehousing and other facilities 
designed and built by Austin. 


The Austin Method of Undivided 
Responsibility Is the Result of 


It Will Be an Even More Potent 
Force in the Years Ahead 


Through the years, the Austin Method of Undivided Responsibility has com- 
bined and coordinated design, engineering and construction under a single 
contract to avoid complications for Owners and to save them time and money. 
In recent years, the Austin Engineering-Economic Approach has 
introduced a plus value that has helped many firms achieve ‘‘Low Cost 

of Operation.” This applies not only to entirely new projects but also 


in modernization programs. . . to create facilities that ‘‘pay their way!”’ 


AUSTIN DESIGN AND CONSTRUCTION SERVICES 
e Complete New Plants e Branch Plants e Warehouses and 


Distribution Centers e Process Plants 


AUSTIN ENGINEERING AND ECONOMIC STUDIES 
e Plant Location e Plant Layout e Analysis of Existing Facilities 
e Material Handling e Merchandising, Warehousing and Distribution 


THE AUSTIN COMPANY i..ucc. DESIGNERS, ENGINEERS AND BUILDERS 


NEW YORK ¢ BOSTON ¢ PHILADELPHIA ¢ CLEVELAND * WASHINGTON ¢ ATLANTA ¢ PITTSBURGH * DETROIT © INDIANAPO 


CHICAGO e ST. LOUIS © HOUSTON ¢ LOS ANGELES *® SAN FRANCISCO * OAKLAND ¢ PORTLAND ¢ SEATTLE 


THE AUSTIN COMPANY LTD... TORONTO ¢ AUSTIN DE MEXICO, S A. MEXICOCITY,D F * COMPANHIA AUSTIN. SAO PAULO. BRAZIL 
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HOW TO HANDLE A MONOPSONIST 


For many years this obscure Greek term was used mainly 


by professional economists. 


In 1958 the defense in- 


dustry knew painfully well what it meant—but it discov- 
ered the monopsonist wasn't such a bad fellow after all. 


“Monopo.y” is a familiar word. Not 
so well known is the term “monop- 
sony,” a technical term used by econ- 
omists to describe the precise opposite 
of monopoly 
fers to a 


Monopoly, of course, re- 
where there are 
many customers but only one selle: 
Monopsony 


situation 


there are 
sellers but only one custome! 


means many 

There was nothing academic about 
the term last year for those who made 
their servicing the 
U.S The mo- 
nopsonist, in this case their only cus- 
tomer, sat in the Pentagon. Needless 
to say, the buyer had very much the 
upper hand 


living 
defense establishment 


corporate 


For the defense contrac- 
tors, it was always a buyer’s market, 
never a seller’s market 

Fail to please the Pentagon and a 
defense contracto: 
up the 


might as well roll 


carpets and stop advertising 


for engineers. Please this tough cus- 
tomer and the orde: but the 


tribulations are only beginning 


is yours 


Another Ogre? 
The 


was a 


monopolist of popular legend 
fellow He 
to gouge the public 
destroyed 


Some 


ruthless used his 
exclusive power! 
and 


ruthlessly budding 


competitors defense 
that the 


Pentagon 


outraged 
have claimed 


monopsonist in the 


contractors 
Was as 
much of an ogre 

Among othe: charged 
the Pentagon with being dangerously 
changeable. “Just 


things, they 


because someone 
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is doing $100 million in defense orders 
today,” lamented Martin Co.'s Georgs 
Bunker, “is no guarantee he will be 
Before 1958 was 
became 


doing it tomorrow.” 
Bunker 
the latest victims of Pentagon change- 
ability. Confronted with the sudden 
slashing of a Navy order for his giant 
Seamaster planes from 24 to 14 
Bunker had to lay off 6,000 of the 
20,000 employes at his 


ove! himself one of 


huge plants 


The Dollars & Cents 
of Defense Contracting 


For defer 


“Average 1957 figures for FORBES 10 top defense contractors 
t Average 1957 figures for duPont, GM. Jersey Standard and AT&T 











which sprawl across the Maryland 
countryside 

The uncertainty of even the firmest- 
order 
threat to the 


mind. So was 


seeming was thus a constant 
defe mse contractor s 
peace of 


inter-service 


rivalry And, above all. he faced the 
basic problem of anyone dealing with 
Pentagon did 


youl 


a monopsonist if the 
not like 
missile 


your guidance systen 


your plane—or if it liked 
better—what 


could you do with it? There ‘re no 


someone else’s a bit 
alternative 
had a dead 

So it 
Aviation 


customers around You 
you hands 
Nortt Americat 


which invested thousands of 


loss on 
was with 
research hours in the Navaho guided 
to have the 


And on 


yeal I nited 


missile only Government 
than 


Air- 


craft was wondering what would hap- 


cancel its orde1 more 


one occasion last 
pen to its bread-and-butte aircratt 
engine plants in an age hen the 
missile was king 

Another 
velopment contracts. Ir 
tractol 
plus a fixed fee 
worth the effort chance 
that they might le ad to a bis nd prol 
itable ct. But they 


could also lead down a blind alley by 


headache esearch & de 

R&D. the 
was limited to 
R&D contract were 


mainly on the 


con 


usually 


cost 


production 


cont 


tying up scarce engine¢ aluable 


working capital and top execut e time 


vield 
on the dolla rite taxe 


on a contract that could 


more than 3« 


is lt Worth 


As the de fense plar t 
into production last 


ed back 
peing 
1957 


snifts t produ em 


almost to a hi 
cutbacks 
phasis 


slowed 
and 
one 
profit f 
contracts were going a low 

1957, the 
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otnel thir i too 


clear margi nment 


as ever. Even in prosps 
ten big defense contra 


survey had cleared i ‘rage net 
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General Dynamics 57.3% 
United Aircraft 19.0 
Bendix Aviation 12.5 
Thomp. Ramo Woolridge 6.2 8.6 
Avco Mfg. declined 44 
Martin Co. 24.1 17.1 
General Precision 278 32.1 
Raytheon Mfg. 77 5.2 
American Bosch Arma 8.2 59.4 


Deficit in 1952; $2.67 in 1957 


profit of just two or three pennies on 


the sales dollar. 

Frank Pace Jr.’s front--running Gen- 
eral Dynamics Corp. cleared just 2.8c. 
The very best any defense contractor 


10c 
but this was be- 


could do that year was to earn 
on the sales dollar 
fore charging off depreciation or in- 
come That United Aircraft 
Corp. could do even that well was 
probably largely the 13% 
leavening of commercial work in its 
Groaned 


one defense contractor last year: “It’s 


taxes. 
due to 
$1,233-million sales volume 


almost impossible for a businessman to 
make real money working for the gov- 
ernment.” 

But was it really that bad? Cer- 
tainly if profit on the sales dollar was 
the only would be 
little incentive for anyone to bid on 
a government But the 
defense contractor, there was one sav- 
ing grace 
could be operated on relatively little 
capital 

As an extreme case, take Bunker’s 
Martin Co 


in 1957 of 


criterion, there 


contract for 


theirs was a business which 
(see chart). 


It compiled sales volume 
$424-million 
missiles, planes and electronics equip- 
ment Its net profit 
about $9.9 million. In 
million in the profit 
pitifully small. But Martin was carry- 
ing these with a 
capital of just $15 million and a total 
stockholders’ $68 
lion. 


worth of 


added up to 
$424 


looked 


terms ol 
sales, 
working 


sales net 


equity of just mil- 
In terms of the capital involved, 
the profit added up to a very respect- 
able 15°; return on stockholders’ equity 

Frank 
supported a 1957 sales volume of some 
$1,562.5 million on a working capital 
of $136 million and a total equity of 


some $225 million. To finance a slight- 


Pace’s General Dynamics 


ly smaller sales volume in the non- 
defense field, giant International Har- 


vester had to use $416.1 million in 


20.2% 


20.0 

14.4 

14.3 

declined 0.1 
34.1 30.5 
1.0 i 10.3 
76 : ] 7.2 
15.6 19.6 


working capital and a_ stockholders’ 
equity of $693 million. Thus, though 
General Dynamics earned only 2.8¢ 
on the seles dollar, it earned a very 
satisfying 19.7c on the capital dollar. 
Harvester, although it 
much higher net profit, 

5.9% on its common 


International 
rang up a 
earned only 
equity 


“Give Me Volume” 


In both GD’s and 
their capital obviously was working 
very And that pretty 
close to being the secret of success in 
the 
fense company treasurer put it 


Martin’s 


case, 


hard. comes 
de- 
“Give 
me the volume, and the profits will 
take 


such 


defense business As one 


themselves.” Because 
Martin, General 
Dynamics, United Aircraft and, more 
recently, Raytheon have been able to 
build a their 
profits 


care ol 


companies as 


massive sales volume, 
indeed _ taken 
themselves, even though these com- 
panies operate on the traditionally low 


profits margins of defense work. 


have care ol 


MARTIN MATADOR: 


powered by pennies 


17.0% 
18.9 
11.1 
6.7 
11.0 
16.5 
3.1 
17.4 
16.0 


Where a has 
failed to build big volume, the profits 
have not come either. Herman Place’s 
multi-faceted General Precision 
Equipment Corp., for example. GPE 
last year boasted some $53 million in 
working capital total stock- 
holders’ equity of some $40 million. 
But Place had been unable to build 
enough volume. Each of GPE’s equity 
1957 had just 
over $4 in sales as opposed to some 
$11.48 for every capital dollar in Gen- 
eral Result: GPE 
return of just 

stockholders’ 
17.4° for 
the f 


fact 
had sim- 


defense contractor 


and a 


dollars in supported 


Dynamics’ 
earned an estimated 
3.1% on its invested 
equity last year as against 
General Dynamics, 
that both these 
ilar profit margins 

Herman Place should have taken 
a leaf out of Charles W. Perelle’s book 
Perelle’s American Bosch Arma had 
net sales of $134.3 million in 
1957, only $73 million less than GPE’s 
But Chuck Perelle his 
ume on a total just 
million. Result: a 
equity for 1957, 
mated for 1958 

Granted then, 
volume key to defense profits, 
the question still How do 
you build volume? The best place to 


case 


despite 
companies 


some 


vol- 
$24.6 

return on 
15.9 


financed 
equity of 
20.8 
with esti- 
that assembly -line 
is the 
remains 
go for an answer is to Pace’s General 
Dynamics Corp 


dependent on 


From a business 98 


six- and seven-penny 
Dy- 


rela- 


General 
handful of 
shipbuilding and 
U.S.” 20th 
space ol 


business, 
built a 


minor aircraft, 


government 
namics Nas 
tive ly 
electronics the 


firms into 


biggest corporation in the 
just five years. It was profitable vol- 
too. General Dynamics’ per share 


151.3° 


its enormous growth 


ume, 


profits rose over the period of 


There was nothing mysterious about 


General Dynamics’ success. It was 
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brought about by simple hard work 
and by a good deal more imagination 
than most of its competitors had ever 
shown. From the business point of 
view, General Dynamics had shown 
an unusual ability to turn low-profit 
research contracts 
into giant production orders for build- 
ing atomic B-58 
supersonic bomber and the Atlas mis- 
From the financial 
point, too, General Dynamics’ late 
Founder John Jay Hopkins had been 
something of a pioneer. He had shown 
smaller 
and inte- 
p ofitable 


and development 
submarines, the 


sile, among others 


his rivals how to buy com- 


relatively cheaply 
them 


corporate w hole 


panies 
grate into a highly 
Hopkins had brought 
integration to an industry that always 
believed in this 
sense, GD real de - 
fense contractor in 


What Hopkins 


early Fifties, rival defense contractors 


specialization. In 
first 
history 


became the 
pioneered in the 


were only getting around to last year 
GD's finally 
follow 
grated 


rivals were 


Starting to 
its technique of creating inte- 
daetense contracting enter- 
prises inste ad of trying to do business 
solely as specialists in, say, airframes 
or electronics. Big conservative United 
Aircraft had taken a tentative 


in that direction, moved into the elec- 


step 


tronics end of the defense business by 
Norden-Ketay Corp. in 


And rumors were a dime a 


acquiring 
midyeat 

dozen in Wall Street during the year 
of other big 


defense mergers. Among 


bandied about 
Rober t 


Charles 


the names 
Bunker's Martin Co., 
Lockheed Aircraft, 
Adams’ Raytheon 
But alone is not the 
key to profits, nor mergers the only 
build Either could 
lead to a sterile affair of massive vol- 


Georgs 
Gross 
Francis 


volume only 


way to volume 
ume and puny profits 

That was what happened to Her- 
man Place’s General Precision Equip- 
ment Corp. last GPE had been 
one of the fastest growing of the de- 
fense contractors 
and _ brilliant 
by some of its 


yea! 


A series of mergers 
electronic engineering 
had en- 
abled the company to boost sales from 
$54 million in 1952 to $185 million in 
1957. But stockholders had 
little to show for it GPE’s net profits 
last yea hard hit by narrow 
R & D contracts and some 
excessively low 


subsidiaries 


common 


were 
margins on 
bidding on produc- 


tion contracts for defense projects 
GPE’s net slipped to a probable $1 
a common share a sharp comedown 
from the $5.49 earned in 1954 and 
even below the $1.88 it earned in 1953 
when it had much 


been a smalle 


company 
Raytheon’s 10-to-1 


contractol 
Combined with a 


Nevertheless, a defense 


must have volume 
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CENERAL DYNAMICS’ PACE: 
he led the 


good control over investment, volume 
will lead to profits. So it certainly did 
What Hopkins 
and Pace had achieved at GD 
five years, it had taken Charles Fran- 
cis Adams 

at Waltham 
facturing Co 


Adams 


engineering 


for General Dynamics 


just 


roughly ten to accomplish 
Mass. Raytheon Manu- 
Not until last year did 
manage to 


turn, Raytheon’s 


genius into big volume 
and big profits 

Raytheon arrived in a big 
1958. As 
Ravtheon pi 
ana Haw k 
sen bly line 


way 
such 
Sparrow III 


reached the as 


during contracts fol 
yects as the 
missiles 
Adams was able to 


Stage 


boost Raytheon’s sales l- 
double 
preceding five 
Adams was able to 


proht ot 


mated $325 million 
the average for the 
Better vet 
turn 1n al 
than $3 a 


Ray theon 


years 
estimated 
that 
had earned in the 


more 
thar 


preced- 


share was more 
ing three vears put together and twice 
had netted in the 
vious vear in its history 
Like all successful 
Adams capital 
each $1 of Raytheon’s 
working capital supported better than 
$8 in sales and each $1 in gross plant 
turned out almost $10 of sales 


what it best pre- 


defense con- 
tractors, made his 


work overtime 


Renting & Borrowing 


In most business 


tion is a serious fault. In defer 
duction, overcapitalizatio 

least as bad Says the treasurer o 
big defense produce: 
watch our capital dollars 
the ordinary 

watch his cost doll: 

can only make SO 
order, so it behooves 
investment to a m 

to earn any kind 
theor Ss Ad ims 1S al ri 
holding down capital cos hom 
Wooldridg artnet! 
and ol 


will be 


> 
sons new Ramo 


reportedly rents typew! 


fice equipment so that 
cost rathe! 
The capita problen é 
able Malcoln 
Bendix Ay 


able to squeeze 


than capital iten 
part why 
president o! 
not been 


rl out of his invest el I de 


nse production as has Pace or Bunk 


el Most defense produ borrow 
a good and 
floor 
about 40 o 


plar t iol 


proportion ol n tox 
space irom the governm «nt 
Martin's 
examplk s governn 


But 


Baltimore 
ent- 
almost 
entirely out of its owt pla Result 
though has produced some olf 
the best proht margu 


ness (see table), its 


owned Bendix op 
Bendix 
busi 
equity 
have been ] ial ) niaqainkg even 

ng ol 


nor detense business 


Alice In Defenseland 


This, then Wonderland 
economics He: it is aln t virtue 
to operate on i capital noestring 


Ope 
important. So 


rating proht margu al not so 
Wall Street 
a defense contractor Be- 


Street 


what does 
look for in 
sides return or equit\ ‘all 


analysts are inclined to give extra 


weight to the growth fact both in 
this respect, 


United Air- 


and earnings In 


sales 


General Dynamics and 


RAYTHEON’S ADAMS AND CUSTOMER: 


sen bly line 
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craft have stood out, both boosting 
net per share at an average annual 
rate of better than 20% since Korea. 
Last year Raytheon joined UA and 
GD in the top for growth in 
per share earnings; taking 1958's big 
profit breakthrough into 
Raytheon 


average annual 4.1% 


spots 


account, 
scored a very 


growth 


impressive 
rate in 
per share profits 

If return on equity alone is 


Charles Perelle’s 


Bosch Arma scores high with its an- 


con- 
sidered, American 
nual average return of just short of 
20%. But failed to 
growth; its earnings per 


Arma has show 


share have 
failed to rise much above the Korean 
War level 
For sheer return on equity, of 
course, George Bunker’s Martin takes 
the prize. Martin, however, has been 
short a 
Martin 
turning up 
that 


cancella- 


perhaps too 
Then, 


trouble 


operating on 
capital shoestring too, 
is going to have 
the kind of 


keep earnings high; 


sales growth will 
recent 
tion of orders for its giant Seamaster: 
seaplane and troubles with its Titan 
missile indicate it will do well to 
hold sales volume at current levels in 
the years ahead 

In these respects, both Bendix and 
Thompson Wooldridge 
bette: indicated by the 


figures for 


Ramo have 


done than 


sheet return on equity 
Neither company uses government fa- 
large extent, with the 
result that the small profit they 


show ona sales dollar has to be spread 


cilities to any 


can 


number of 
bette 
Victor 


Avco’'s five-year 


large: 
Also 


indicate is 


over a fan capital 
than the 


Eman iel's 


dollars doing 
figures 
Avco 


showing was 


heavily penalized by heavy losses suf- 
ap- 
Avco has 


even have 


fered on its now-abandoned U.S 
Now 


and nay 


pliance business 


turned the corne) 


a profit-packed “kicker” in some of 


its new products 


More Commercial Work? 


Thus, before 1958 was out, 


CONVAIR’S B-58 HUSTLER: 


clear pattern of profits had emerged in 
the defense contracting business. No 
longer was it fashionable to say, as 
Curtiss-Wright’s blunt Roy Hurley 
did a few years ago: “When I took this 
job . 1 promised that if Uncle Sam 
wouldn’t allow me to make a decent 
profit, I'd make it somewhere else.” 


There 
dealing 


was money to be made in 
vith the Pentagon, and 


fense contracting as an industry was 


de- 


here to Stay 
It was still 
for defense contractors to talk about 
their 
the commercial side of their business 
Charles Francis Adams still talked of 
tripling Raytheon’s non-defense busi- 


fashionable, of course, 


long-range plans for building 


ness gut he had already abandoned 


TV sets and TV 


major commer ial lines 


Raytheon’s 
He had also 
pulled out of a joint computer project 
with Minneapolis-Honeywell. Frank 
Pace had Liquid 
Carbonic 


civilian 


tubes, 


already acquired 


looking for other 
Bendix Aviation 


niche for itself in 


and was 
business 
was carving out a 


specialized computers 


Their Own Free Will 
had 


panies to get into defense production 


But no one forced these com- 
in the first place—in recent years and 
1958 the had 
them to get deepe! 
Prec still 


I movie houses, 


during trend actually 


been for into it 


General ision made projec- 


pl a 
tors Grafiex 


mn 
Calli- 


eras, commercial computers and a 


host of othe: products, but it 
fact that 


yeal 


made 
no secret ol! the vnatevel 
aimost 


Pen- 


proht it made last 


Came 


exclusively from its sales to the 
tagon 

Avco had started the wai 
the nation’s biggest appliance 


set makers, but had decided 


end to concentrate its resourc 


whatevel! 
with 


detense Ob, iously, 
business 


Chairn 


Emanuel had come to pt 


perils of doing 


Pentagon, Avco 


applian« es 


in an era of cold war, it was the nation’s biggest industry 
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The reasons in the case of Detroit's 
Thompson Ramo Wooldridge 
slightly different but the result was the 
Thompson had diversified into 
defense to take some of the unce 


were 


same 
rtain- 
ty out of its basic auto parts making 
finding defens: 


business. Far from 


contracting profitless, Thompsor 
Frederick Crawford, whi 
had 
where his forme 
affiliate othe: 
were 


Chairman 


retired near year’s end, ended 


with a_ situation 
Ramo Wooldridge 


defense 


and 
projects wagging the 
dog; last year defense accounted for a 
large part of Thompson’s volume and 
just about all of its sales growth 

So, too, with electronics-wise Ben- 
dix Aviation Bendix’ able President 
Malcolm Penta- 
Was a customer for its 
making 
systems. Now third only to 
United Aircraft and General Dynam- 


defense 


Ferguson found the 


gon natural 


wide knowhow in complex 


missile 
cS aS a contractor n the 
ForBEs survey, Bendix sold the Penta- 
$500-million worth of hard- 
last 


gon some 
ware and other 

Even such blue chips of industry 
as IBM, GE, the Western Electric 
subsidiary of AT&T and Minneapolis- 
Honeywell had 
fense production as a major and per- 
And 
of the air- 


was in defense 


equipment yea 


come to regard de- 


manent part of their businesses 


f 


of course the lion’s share 


aft business 


The Biggest Industry 


hardly be other- 
last yeal 
the U.S 


It « mployed hun- 


It could, in fact, 


W IS€ Fo) 
and will be 


lefense was 
again this year 
biggest industry 
thousands of 


full on 


contractors 


a eds ot! people, occu- 


pied the part time of 40.000 
and 
billion 

chem 
olume of but 
autos about $20 billion 

All this being 


ppiv to the , nt 


ne of $40 
ntrast, tne 


, 
ented a \ 


rdsticks 


businesses. When 


ne investmet 


othe: 


and like 
dollars 


npany has failed to p 


} 
easu eabl in 
ther the Dask blame 
at the dox ot management 
Pentagon s 
Pentagon 


little less like 


ather than at the 
In the 
ll have to act a 


end, perhaps, the 
, pel : 
hard-boiled monopsonist 1 
contractors 
will 


security and 


with the defense 


custome! it always 
With US 
stake who 


Which 


a tough 

have to be 
would 
that in 


solvency at want 


it otherwise 


means 


? 

the years to come there will be profits 
to be 
notwithstanding 


+ 


to take good 


made in defense, monopsony 
But it will continue 
good 


them 


management and 


sense for contractors to make 
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CHEMICALS 


THE ROAD OF NO RETREAT 


W hat does a growth industry do when the rest of 
the economy retreats? Chemicals, for example. 
in 1958? Since it couldn't pull back, the industry 
could only count its ammunition and hope its 
basic strategy was sound. By and large it was. 





“Wat would you do,” asked a chem- ing in at the rate of just $19.6 n 
ical man, leaning across his desk and month 

deploying pencils to illustrate his Of course not even a 
point, “if you were in a tank ten miles ignore a recession. Dial 


lessea correctly 


behind enemy lines when the main 


attack bogged down” That's the 


of problem we chemical men > sense, the! 1e recession was doubly 


forcements wet yn * Way Ir i 
faced with by the recession. 
If the metaphor was 
conveyed a fiscal point 
industry has spearheaded 
expansion in thé past decade wit! 
own powerful breakthrough as 
against an approximate annual growt!l 
rate of 3°, for all industry. the chem 
ists have been expanding at a 7 
annua! rate Out of every $22 U 
industry was budgeting for expansion 
$l was going into chemical plants 
Not even the recession made much 
of a dent in chemical expansion: th 
industry's capital budget for 1958 was 
a resounding $1.4 billion, second larg- 
est in history 
It could, of course, hardly be « 
wise It takes an estimated 
vears for a chemical project to 
from the test tube to a profit-n 
stage and you can't plan that sort ol 
thing on the basis of such short swings 
in the busine ss cvcle as a recessior 
So when the recession began to look the 
ominous early this. vear, the che t In the san 
had little choice but to drive ne covered 
with their expansion—and pray. " 
left them in somewhat the sit 
the metaphorical tank 
But, unlike the tank comman 
had no real option ol pulling back 
cutting their losses. The 
it out where they were hope econon 
help would not be overly long 
ing and trust that their ar 
would hold out until it did 
At giant Union Carbide 
Morse Dial came througn 
analysis that a iri tvpi 
paramount objective. de 
was “to adjus 
without impairing long-term g1 
Put a bit more bluntly than business- 
men are given to talking in publi 
Dial was answering ith a defiant rowly - tne S6 


“Surrender, hell!” To show he meant company has paid in the two 


what he said, Dial was using \ } i vious years. Reluctantly Greenew: 


fiscal ammunition faster than it came board cut the year-end payout to 
in. Over the first nine months Dial $1.50, reducing the full dividend to $6 
poured out dollars at the rate of $21.5 Greenewalt’s fiscal retreat was the 
million a month for expansion and more embarrassing in comparison 
dividends when cash-generating prof- with the way his great and good com- 


its and depreciation money were flow- petitor. Union Carbide, stood firn 


FORBES, JANUARY 





eee eS OF PERFORMANCE 











COMPANY 





du Pont 

Union Carbide 

Allied Chemical declined 
Dow Chemical 2.5 
Monsanto Chemical 3.4 
American Cyanamid 94 
Celanese Corp. 20.3 
American Viscose declined declined 
Koppers Co. 6.3. declined 
Rayonier 1.6 declined 
Air Reduction 16.9 13.9 
Hercules Powder 11.7 9.6 
Rohm & Haas 22.3 24.5 
Texas Gulf Sulphur declined declined declined 


* 1958 Fiscal Yr 


Nobody in the cheinical industry Each suffered an 11° drop in sales, 
called the turn of the recession better but Carbide’s cash flow dropped just 
than Carbide’s Morse Dial. “Present 8°;, while du Pont’s was off 17° 
conditions,” reckoned he last April, Thus did Dial hold firm while 
“represent a short-term correction.” Greenewalt gave ground. But way 
On that basis, Dial decided to make _ out in front of them all in plowing 
no change in his expansion plans for ahead was Dow Chemical’s President 
1958, estimated to cost $150 million Leland Doan. Dow had built up to a 
“Our risk this year,” declared he, “is full $1 billion of sales capacity, found 
no greater than last year.” Dial re- itself hugely exposed with only $636 
fused to cut Carbide’s 90c quarterly million in sales for fiscal 1958 (ended 
dividend even when he failed to earn’ May 31). Doan was_ unperturbed. 
it in the first quarter. Dial won his “We hit.” said Doan. “one of our tra- 
risk. The business upturn in the third ditional five-year peaks of expansion 
quarter assured that Carbide would we invested more in new plant 
cover its dividend for the full yea than ever before. Some might say we 

Only a shrewd guess? Perhaps. But are over-built.”. There was no doubt 
real foresight is the rarest of quali- that Doan’s great load of unused plant 
ties. It is also the very spirit of good capacity put a very severe strain on 
management Dial and his fellow his profit margins. In the last fiscal 
executives at Carbide showed they year his operating profit margin fell 
possessed it in good measure last yea to 27.3°, from an average of 31.5% in 
As between du Pont and Union Car- the five vears before the recession 
bide there seemed to be little differ- , 
ence in basic profitability—the aver- Bold Bid 
age cash return on equity (cash Doan had good reason to feel secure 
flow*) for both in the past five years despite his exposed position. The fall 
ranged between $27 and $30 pe in net earnings did not reflect Dow’s 
$100 of invested capital. But for its basic profitability. It reflected more 
deft handling of the recession, Carbide the pressure exerted on earnings by 
won great respect last year his great depreciation charges which 

One clue to Union Carbide’s in fiscal 1958 (at $3.18 per share) 
strength in this case lay in the rapid- came to nearly twice his net per 
ity of its sales build-up in the five share. “Net profits,” said Doan, “does 
years before the recession began not take into account the vast dif- 
Carbide’s 46° increase was almost ferences in accounting treatment 
twice that of du Pont’s 24%.. Then, between all companies.” That was 
too, Greenewalt was able to reduce certainly true in Dow’s case. Its net 
the cost of producing and selling the return on equity has averaged only 
goods by a mere 2.6%. Dial was able $12.19 per $100 over the past five years. 
to slash his costs almost as fast as his But added together as cash flow and 
sales fell up to the nine-month mark placed in perspective with invested 
capital, Dow’s combined depreciation 


*Net plus depreciation; in other words, the ® 
company’s actual cash build-up and profits averaged a_ walloping 


56 


$30.83 for each $100 of stockholders’ 
capital. Neither du Pont nor Union 
Carbide could match that. Dow had 
flung headlong into expansion but the 
new plants were generating their own 
cost at a remarkable rate. 

Monsanto Chemical’s Dr. Charles 
Allen Thomas was much more cau- 
tious. Thomas could certainly not be 
accused of having bulled like Doan in 
headlong expansion. In the years 
1952-56 Thomas spent a modest $255 
million on expansion. If gaining sales 
was his objective he could hardly 
have done better. From $267 million 
in 1952, sales expanded some 113% to 
$567 million in 1957. Monsanto thus 
gained $1.18 in sales for every $1 
spent on a new plant, a startling com- 
parison with Doan’s approximately 
50c on sales gained for every $1 worth 
of capital spent 

But Thomas’ caution did not pay off 
like Doan’s boldness. In the past five 
years Monsanto's operating _ profit 
margin never got above 23°, of sales 
whereas the lowest level of Dow's 
was 27° Last year,, when only the 
last quarter was seriously affected by 
the recession, Thomas’ operating prof- 
it margin fell to 20°,. For the first nine 
months of this year it was up slightly 
to 22 And in the past five years 
Monsanto's cash flow per $100 of in- 
vested capital averaged only $19.85 
compared with Doan’s $30.83. Thus, 
while Thomas bought more sales for 
his chemicals-oil-soap company with 
his expansion dollar, Doan clearly 
bought a more profitable operation 

Matching Dow’s Doan in boldness 
but not in profitability was Glenn 
Miller’s third ranking Allied Chem- 
ical. In the nine months of 1958 his 
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operating profit margin shrank from 
the already narrow 19.1% of 1957 to 
approximately 17.7°.. But this was 
not entirely the fault of Miller's well- 
laid expansion plans. Miller's re- 
shaping of his operations in recent 
years from an emphasis on the pro- 
duction of basic chemicals toward the 
production of more profitable inter- 
mediates has not yet begun to pay off 
in terms of return on investment 
especially Allied’s expensive ventures 
into titanium and Caprolan nylon 
Added to which Miller’s business has 
been burdened by the need to market 
large quantities of nitrogen where 
competition has kept prices uncom- 
fortably low 

Yet things were not so bad at Al- 
lied. The company’s per share earn- 
ings declined from $4.55 to $4.37 be- 
tween 1952 and 1957. But this was in- 
significant beside the huge 253°, gain 
in Allied’s depreciation from $15.2 
million to $53.7 million in the same 
period. In terms of cash flow this 
amounted to a 75°, gain 


Strong Support 


In racing for its long-run objectives, 
Allied had, of course, taken its knocks 
Allied’s Miller could have used the 
kind of support the Lederle Labora- 
tories Division gave American Cy- 
anamid’s Dr. Wilbur Malcolm. Cy- 
anamid’s Lederle makes some of the 
most widely known antibiotics, Aur- 
eomycin and Achromycin 

Lederle -was proving a big help to 
Cyanamid in its costly bid to broaden 
its stake in chemicals. A big drain 
both: on net and profitability has been 
Malcolm's huge $90-million acryloni- 
trile plant at Fourtier, La. and his 
new $25-million Creslan fiber plant, 
also at Fourtier. The former broke 
even for the first time last year, and 
had been counted on to produce its 
first worthwhile profits when the re- 


—— 


Allfigures in millions | duPont Union Carbide 


$1735 $1680 


Cash flow, 1957 Hla ii, 


$390 $254 


% Cash return on 


gross plant 225 15.1 





Number of years 
required fo get cash back 
lms 


4.4 6.6 





Gross investment 
in plant and equipment. | 


plant between 1952 and 1957. Neither 
was the effort wasted that it had put 
into the development of higher 
strength rayon tire yarns, the expan- 
sion of cellophane facilities, its half 
ownership of Chemstrand Corp. (with 
Monsanto) and of Ketchikan Pulp 
(with Puget Sound Pulp). All these 
had probably helped Tompkins’ re- 
covery. For viscose rayon itself was 
still fighting an uphill battle 


Pleasant Recession 


For Tompkins’ competitor, Harold 
Blancke’s Celanese Corp. of America, 
the recession was actually a fairly 
pleasant experience. Like Tompkins, 
Blancke began to feel the squeeze of 
EXTRACTING OIL SAMPLE: falling rayon-acetate yarn prices in 
test tube first, balance sheet last 1950. But Blancke moved more swift- 
ly to offset this, pushing Celanese into 
cession hit and spoiled the pitch. Yet the production of organic chemicals, 
despite these drains, Lederle’s profits plastics and packaging film. The re 
have helped Cyanamid show an over- sults of his rehabilitation efforts took 
all return on stockholders’ capital cffect only slowly—in steadily rising 
that compares well with those of sales and net from 1954; in steadily 
Monsanto and Allied rising cash flow which in the same 
By and large, participation by four years rose from $15.14 to $24.08 
the Big Five chemical companies’ per $100 of equity capital. Last year 
such as American Cyanamid in a_ showed that Blancke had built solidly 
wide variety of markets helped and well for his company. Instead of 
to moderate the effects of the econom- turning down with the rest of the 
ic downturn. But for the specialist economy, Celanese Corp. sales and 
producers the effects of the recession earnings went up. Earnings rose by 
were sometimes much more extreme some 18 at the nine-month mark, 
Gerald Tompkins’ American Viscose, sales about 12 Smiled Blancke 
for example, took a roller-coaster “Yarn and fiber sales increased every 
ride. With earnings down 93 at month this year.” Added he: “There 
mid-year, Viscose suddenly reversed is $50 million more in recent plant 
zoomed back to 84°, above 1957 earn- expansion which has not yet had a 
ings for the third quarter chance to show up in earnings.” 
There was little that Tompkins Svmbolically, at least, Celanese had 
could do about the decline. Avisco swapped places with Russell Erick 
makes rayon and rayon has been los- — son’s Rayonier, Inc. Erickson’s chem- 
ing ground to other artificial fibers ical cellulose is the raw material for 
The encouraging speed of Avisco’s re- one half of all U.S. rayon and cello- 
covery in the third quarter proved  phane production. Rayonier, more- 
that it was not in vain that the com- over, has a strong grip on its own raw 
pany poured $130 million into new material through ownership or con- 


CIRCULAR FLOW 


There is a basic, circular flow to the chemical business: 1) you more plants. “Cash regeneration” some money-men call this proc 
pour vast sums into plants, 2) the plants generate profits and ess. Here are the rates at which leading nine biggest chemical 
depreciation cash, and, 3) your cash is back ready to pour into companies “regenerated” their gross plant investments in 1957 


American American 
Dow | Allied | Monsanto Cyanamid Viscose Celanese Air Red 


hd neal! wall wall 


$605 $513 


$84 
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trol of When Cela- 
nese was dragging bottom in the mid- 
Fifties, Rayonier was walking on 
clouds. The demand for chemical cel- 
lulose, which accounts fo1 80°; 
of Rayonier’s volume output, showed 
no signs of decline until 1956 

Since 1956, Rayonier’s 
earnings have been in almost uninter- 
rupted The only 
speeded up the process. Though the 
being felt by 
chemical 


vast woodlands. 


ovel 


sales and 


decline. recession 


improvement now such 
processors of cellulose as 
American 
eventually show up in 


Viscose and Celanese may 
tayonier’s fig- 
ures, they were clearly not felt up to 
the third quarter of 1958 when earn- 
ings of 10c a 
from the same quarter of 1957 


share were down 47% 
which 
was 67°) off from the third 
1956 


Rayonie1 


in turn 
quarter of 

But 
strength: its 


had one basic 


still 
ownership of close to 
one million acres of timberland at the 
end of 1957. That meant that Rayon- 
ier could count on ; flow 
De ple - 


depending on a 


strong cash 
depletion allowances 
says Erickson 
company’s 
reflect 
Rayonier’s case there was no 
that it reflected 
earned only 32c a 


from 
tion,” 
raw material 


source can 


strength or weakness.’ In 
doubt 
Ravonie1 
first 


incom- 


strength 
share In tne 
nine months, but this gave an 
plete picture. “Cash regeneration dur- 
ing the same period from depreciation 
says Erickson 


and depletion came 


to $1.59 a share 
$3.8 


of low earnings, the basic financial 


working capital in- 


creased million. Thus, in spite 


position of the company 
The yardsticks told the same tale. In 
the five 


improved 
pre-recession years, when 
Rayonier’s net per share falling 
from $1.96 to $1.13, its cash flow aver- 


Was 


aged $27.53 per $100 of invested capi- 
closely with du 


Carbide 's 


tal—a rate comparing 


Pont’s and Union 


High But Falling 


In exactly the same 
ship of natural source 
depletion factor held the cash flow 
of Texas Gulf Sulphuw 


$32.78 per $100 of 


Company at 


nvested capital 
This was a 


Dow’s $30.83 


rate eve! 


Recent competition 


toll. Texas Gulf’s sal ning 
1952 and 1957 


sales from $73 million to $67 


both declined between 
million 
per share earnings from $2.51 to $1.75 
But 
declined only 


cash flow over the same period 


from $27.7 


fractionally 

million to $27.5 million. 
Thus, despite the 

Mexican sulphur and increasing use 


competition of 


of sulphur recovered from industrial 
processes, Texas Gulf President Nel- 
unperturbed. “Texas Gulf,” 
says he, “always has been and is now 


son is 
a low cost produce: we expect to 


58 


continue to meet competitive prices.’ 

But Nelson still had to contend with 
the fact that Mexican producers were 
taking cutting 
and that his Coast marketing 
was far vulnerable than 
Freeport’s Midwest 
Texas Gulf’s troubles were largely 


sales away by 


East 


more 


prices 


area 
competito: area. 
of its own making: it had grown soft 
before 
head 
Chair- 
victim of 
took 


coal-based 


and complacent in the years 
serious competition reared its 
At Pittsburgh’s Koppers Co., 

man Fred Foy 
circumstances When he 
the old Mellon 
1955, it was in 
some $93 

1953-57 to 


into its up-and-dow1 


Was more a 
ovel 
firm in 
Koppers spent 


trouble 


million on plant from 


build mor stability 


But last 


sales 





DU PONT’S DACRON: 


the competition was terrific 


in the 
onths on a 17 fall in 


sales ‘The eturn on oul 


Veal Koppe 
first 


s net dropped 48 
nine 
capital in- 
‘has not 
Until 
trouble 


chemical 


vestments complained Foy 
levels.” 
Koppers will have 


a a 


yet reached satisfact \ 
it does 
holding its he 
company On a f -year average 


basis Kop} isl aS p 


invested ipl ( n ust 


$100 of 
$15.48 
the secor mpatr 
Ssurveved 


Jol n Hill 


basemen ) t p in just 
$100 of 


$19.11 


vaS COCli-é- 


five years. Its 
invested capital ave 
n the past f 

tainly going ! I gt irection 
over the same ) 1 it rese 
$14.78 per 
while 
$12.3 million to $26.7 
crease of 118 Air Reduction’s rate of 
return on the plowed-back dollar—29c 


trom 
$100 in 1952 to $22.34 in 1957, 
total swelled 


) 
cash Now irom 


million, an in- 


also underlined its new status. It was 
the highest after du Pont’s. In fact 


every figure pointed to growth—sales 
up 53°. in five years, per share earn- 
ings up a huge 92% 

As basically a one-product man 
however, Hill had to keep his finge~s 
crossed during the recession. Actual- 
ly it wasn't too bad: for the first three 
quarters of 1958 his earnings fell 20 
on approximately the same fall in 
But it could have been worse 
and John Hill had to run scared 


sales 


Deep Roots 

Much 
Forster of 
Powde 


Albert E 
Hercules 
much more di- 
It has traditionally a strong 
position in 


more relaxed was 
Wilmington’s 
Hercules is 
versified 
recently 
Hercules 
record in the 
It suffered 
the first 
drop in net 

But the roots of Forster's strength 
lay deepe: 


and 
has created one in plastics 
marked up the best 
chemical group last yea 


explosives 


a mere 6% fall in sales for 


nine months and an 8° 
than recession resistance 
Debt-free and with a cash flo v greater 
in terms of stockholders’ equity than 
Union Pont’s, Her- 
cules has been able to earn a respect- 
able 18c on every dollar of 
earnings plowed back 
ness 

Smallish Rohm & 
much the same 


Carbide’s or du 


retained 
into its busi- 
Haas Co. had 
diverse-market char- 
Hercules matched it 


acter as and 


closely in basic profitability—cash 


flow on invested capital. It matched 
Hercules also in speed of 

third 
corresponding 


Chair- 


everyone 


recovery, 
earnings in the 
1957's 


one 


with quarte! 
above 
period But in 
man Otto Haas 
] 


else in the business: in an 


slightly 
respect 
outranked 
earnings 
1952-57 


this on a 


growth of nearly 200 in 
Haas 


growth of just 65 


achieved sales 
in the same period 
and he did it substantially by 


1 


his proht 


raising 


margin with products 
and more efficient operations. Equal- 
| Rohm & Haas 


ly impressive 
Its book val 


1 
$42.37 


new 


was 
vth in book value 
share expanded 128 
1952 to $96.56 in 1957 


Such were the outcomes of _ the 


from 


series of holding actions most chemi- 
last 


to push ahead i1 


cal companies fought veal If 
none Was gu € able 
the face of the recession, at least nen 


of them ground 
certainly none of them had to retreat 
“Don't think we weren't 


one chemical 


lost too much and 


comple te ly 


scared,” said executive 


at year’s end, “when the recession 
: 


vorse, and there 
front 
that new capacity abuilding and our 


seemed to be getting 


we were way out in with all 
existing plant down to two thirds of 
capacity, or less 
“But,” added he, 
and we made it 
Judging from the 
tainly did 


brazened it 
didn’t we? 
figures, they 


“we 
out, 


cer- 
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ae TWO DIRECTIONS - 
ahh ‘ia 
: | A disappointment for Detroit, 1958 hit 
ARE THEY GEARED TO GO hardest ot Ford & Chrysler, left Gen 
7 79 | eral Motors with o small goin in its 
ON A UTO RO W . shore of the smoller morket 
" - . -— Bi Th Automak 
For the automakers, 1959 is the year of the 3 9 ” estes 
new model—in product, management and 
basic thinking. But though it’s all brought 


Detroit a lot closer to Main Street, the auto- 
makers are still a long way from Easy Street. 


As LONG as Detroit's sweet chariots cars, at best it classed as just a “good’ 
remain the No. One American Dream, year Yet considering what market 
Auto Row is just another name fo! there was, GM had managed to get 
Main Street, U.S.A. As every econo- _ its full share: in the first 11 months 
mist worth his salt well knows, it is cars with GM nameplates accounted 
also the main stem of the U.S. econo- for 503 of industry production 
my. When enough Americans are not ist only 45.3 in the previous 
riding proudly in Detroit's newest yeal In the process, GM's volume 
low-slung dreamboats, the whole eader, Chevrolet, decisively recap- 
economy walks in slow motion tured first place in the sales race from 


| 
Chrysier | 


& 


ww & 


But small car soles accelerated, 
sporking a tremendous comeback for 
American Motors and reviving Stude 


Ford, which | 1 claimed it in 1957 bok Pock re 

. sa ker-Packa 1opes 
Stop & Go As a performance, it was not GM's ‘ en ae 
5 —— } 


Smal! Cars 
& imports 


That is the way it was last yea best. But it was a good showing in 
when new plates were affixed to an tough circumstances, and enough to 


Gain or Loss in share of Market, 10 months, 1958 


In Transition | 
estimated 414 million new cars—o1 prompt one investment banker to re- 


just about one half the nine million mark:, “When better auto manage- 


~ ww & 


or so autos Detroit is geared to pro- ments are built, General Motors will 
duce at capacity. And it is why the make then ' 
lights were burning late into the 

night last month all along Auto 0+ 
Row where it angles up along West Out on The American Road, mean { 
Grand Boulevard (General Motors’ While, Ford executives were unhappily 
headquarters), curves down into The Watching the Chevies go by But 


Studebaker 
Packard 


Am. Motors Misc. (mostly . = 
imports 


Hubcaps & Handicaps 


American Road in Dearborn (where what was more astounding, if of less 

Ford brass hang their hats), back ™onetary moment, they had also seen arnings off drastically yout 
around into Massachusetts Avenue American Motors’ Rambler flash by 
Detroit (Chrysler Corp.'s command to dump Mercury from seventh spot 
post), along through Plymouth Road in nameplate sales to eighth. And in 
(home of American Motors), and off the first full year it has had in which 
in the distance to South Main Street to show its stuff, Edsel wound up 
in South Bend, Ind. (home of Stude- ignominiously lodged in fourteenth 
baker-Packard). All along the way place behind Studebaker, until then 
automen were poring over their busi- rated the hard luck car of them all 


f« 
$5.19 e previous 
level e Dearborn 
Breech and 


i 


ness roadmaps trying to find the best It all added up to a big dent in 
route to the promised land of 1959 Ford Motors share of ie market 

None of the Big Three automakers Which a 30°, to near 2s It 
was sorry to leave 1958 behind: each nk in u 
hoped it would be in a trail of dust irters for Ford 


epite su , l last- i 
Roadblox ked by recession none ol I ‘ “ . _ li Que 


bo 
pe nny 
eet GM 
veal For the first t 
history. GM con plete 


of its five nan 
lowest output in a decade but even ; a Chevy 


them had really gotten a chance to probably Ww ind up the 
travel at anything like their best pace 
last year. Off the industry's assembly 
lines had come 46.5% fewer passenge! 


cars than in record 1955, not only the nepl 
< . parti ularly 
fewer than in 1929. What was worse, a ‘ dealers like a b 


even in a shrinking market, rivals that Ford, which m 


trom abroad had come in to cop close mode Is may vatch 


to an 8 share for their imports, its highe: -priced cou 
largest slice on record by even faster this vea 

Predictably, among the Big Three ; Without advance al ) Ford 
automakers it was General Motors Motor has countered with a sharp com- 
that got the best mileage out of 1958 petitive thrust of its own. Added to the 
As retired President Harlow Curtice ‘ be Ford , 


line this year 1 a ew series 
had once claimed: “GM never has a 


christened the Galaxie, priced slignth 
bad year—only good years and better above the Ford Fairlane series. To 


years.” With GM production down get the Galaxie into the 1959 model 
ates 


27 in the year through November IN AN AUTO PRODUCTION LINE: year lineup, Ford unveiled it nearly 
to an output of 1.8 million passenger the economy was ata walk, too a year ahead of schedule in a crash 
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YARDSTICKS OF PERFORMANCE 








COMPANY 


General Motors 59 3.5% 17.0% 5.5 
Ford 18.6 10.0 21.2 14.9 1.9 —78.2 
Chrysler 18.1 8.7 5.9 ; 30.8 none _ deficit 
Studebaker declined+ deficitst deficitst declined+ deficits none deficits 
American Motors declined 97 7.4 declined 492. deficits 19.0*  deficits* 





* 1958 Fiscal Year. + Latest three yea 


program that had an army of en- with a whopping $45.2-million cumu- American Motors as a sudden threat 
gineers, tool makers and product lative loss. Nobody expected that in to the Big Three automakers was 
planners working late nights and the final quarter President Leste: sheer hogwash. But one thing was 
weekends in hush-hush — secrecy Lum (“Tex”) Colbert's crew could = sure: no other automaker had accel- 
Billed as a “marriage” of Thunderbird do much more than shave down that erated so fast from a slower start 
styling with Ford economy, it is the loss figure a bit, and strike shut- than American with its Rambler. In 
Dearborn crowd's hottest hope for downs did not help any 1958’s_ first ten months, Rambler 
keeping Chevy from running away Like Ford, all of Chrysler's divi- jumped from twelfth to seventh place 
with things in the low-priced field sions made last year’s basic styling do in new car registrations, leaving be- 
this year. In December, the Galaxie again in the new model year with just hind such potent nameplates as Mer- 
was ambitiously scheduled to account new treatment. Getting as big a play cury, Dodge, Cadillac, Chrysler and 
for 45% of the entire output of the as anything was an interior innova- DeSoto. And though it did not prove 
Ford division tion: “easy in, easy out” swivel seats that Romney's prescription of the 
(optional’ on lower priced models) “compact car” was a dose the Big 
Thus as Chrysler Corp. hit the trail Three ought to take themselves, it 
No Big Three automaker was feel- in 1959, it was banking mainly on a_ did prove that it was just right for 


Battle of the Fins 


ing the ups & downs of the industry revived auto market to put its sales American 

cycle more than Chrysler. With every curve up It had to be. For the Rambler was 
rival automaker very much in the But for all its trouble in the outgo- American’s last ditch bid to make 
swim with finny tail treatments of ing year, the word around Detroit good as an automaker. By year’s end 
their own last year, the Chrysler Corp was that Chrysler Corp. had profited it was clear that American had made 
innovation did not cut nearly the from the pressure in one respect. As _ the grade: all year sales had picked 
swath through Auto Row that it had well as recasting its management set- up speed while the big nameplates 
in 1957. From 18.9% of the market, up, Chrysler had reportedly gone a_ were losing it. In January, Romney 
its share dropped to 145°, in the long way with its cost-cutting and had 2.39, of the domestic passenget 
year’s first ten months modernization program, looked to be car market, up from 1.22 a year be- 


Leveraged by a small capitalization in better fighting trim for the battle fore: in February 2.9%: by May 4.3 
and a_ relatively high breakeven ahead in June 4.6 From there on it was 
point, the swing in Chrysler Corp.'s A Prephet Proves Gut coasting all the way In October alone, 
earnings was extreme. In place of Rambler, with 5.8°, of the market. ac- 
the fat $103-million profit it had If 1958 was any automaker's year, tyally outsold every make but the 
shown just a year before, Chrysle: however, it was George Romney's. A low -priced three and Buick—although 
wound up 1958's first nine months lot that was said and written about jt eould hardly hope to hang onto that 
spot once the other automakers got 
full-scale production rolling on their 
1959 models. Just the same, it more 
than proved Romney's prophetic gos- 
> a. ‘ pel of the “compact” ca 


- = 
T 
r, \ 
, Romney had disparagingly described 
be 


He has been preaching it for a long 
time. Blasting “the concept of weight, 
size and horsepower as the primary 
elements of passenger car values,” 


_ ) 


_ 


‘ 
t 


5 =e. Detroit's dreamboats as “Dinosaurs in 


me the Driveway 


SS In the Rambler. American offered 
—_——— what it termed “an entirely new cai 


concept to meet the revolutionary 





fdas change in car use.” But from Ameri- 
| ee a can’s standpoint of advantage, size 
oe s ‘ 

was not the principal factor. Actually 


THE 1959 CHEVROLET: 


will Ford watch the Chevy go whizzing by this year, too? the Rambler was not a completely 
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new car; economically, its body and 
sheet metal derived from Nash, one of 
American’s predecessors in the 1954 
merger. Better yet, Romney’s formula 
included only touch-up styling from 
year to year—no small item of capital 
for a lightweight like American. 

As American’s happy holders well 
know, not only has the market for 
their stock risen phenomenally. but 
so have the earnings behind them. In 
the 1958 fiscal year (ended Septem- 
ber 30), American's Romney banked 
a tidy $26.1-million profit, against a 
$11.8-million loss in fiscal 1957. For the 
current year, 
talking about 
high as $14 a share 
Since American’s tax credits 
have largely run out, however, final 
net would be pared well below any 
such figure. 


enthusiasts are 
running as 
before 


loss 


some 
earnings 
taxes. 


Not Yet At Heaven's Gate 


Out in South Bend, what was good 
enough for American’s Romney was 
good enough for Studebaker-Pack- 
ard’s Harold Churchill. Before the 
year was done, he, too, was out with 
a “compact” car, the Lark. But there 
was more joyousness in the new car’s 
name than in its parent’s fortunes. 
All that was left of the once-famed 
Studebaker was the medium priced 
Silver Hawk, and the once-prestigious 
Packard was a mere memory 

Prodded by and _ share- 
holders, last fall Churchill announced 
a seven point reconstruction and re- 
financing program, the key of which, 
he said, was the 108.5-inch-wheel- 
base Lark. Making even more of a 
news splash was a new addition to 
Studebaker-Packard’s board: that 
doctor of sick businesses, A.M. Son- 
nabend, of Hotel Corp. and Botany 
Mills fame. The whole idea was that 
Sonnabend was to head un an acqui- 
sition exploit Stude- 
baker's $130 million in tax loss credits 
by offsetting them against the profits 


creditors 


committee to 


of new businesses acquired 

Through last month, however, there 
was talk than action Rumor 
had it that Sonnabend had butted up 
internal opposition. Said an 
“We are taking a hard look 
it takes time, 


more 


against 


associate 


at a lot of things Sut 


you know.’ 

with the Ram- 
bler, of course, was no guarantee that 
Churchill could expect equal things 
of the Lark. What empty 
market for smaller cars is now par- 
tially filled. Moreover, there may be 
more competition ahead from the Big 
Three themselves, all of which have 
pondered entries in the class. 


Romney's 


success 


Was an 


Too Many Cooks? 


Perhaps the biggest danger in the 
small car market is that too many 
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ROMNEY'S RAMBLER: 


GM'S GENERAL HQ.: 


never a bad year 
. y 


cooks may spoil the broth. For it is 
still a good question how big a mar- 
ket there is for the smaller car. To 
hear George Romney tell it, Detroit's 
big dreamboats are all washed up 
But that’s just doubtful 
Last year imports, mostly small cars, 
totaled some 375,000 Add in 
roughly 225,000 of Romney's Ram- 
blers and Studebaker’s Lark, and the 
small car market worked out to about 
600,000 units. Impressive as that was, 
it was still only 14.1 

Significantly, the importers 


more than 


units 


of all cars sold 
them- 
selves are not nearly as optimistic as 
Romney, who has gone on record as 
predicting that within a decade small 
cars will account for from 50°, to 60 
of the market 
Said A.E. Birt, who imports the en- 
tire line of British Motors Corp. cars, 
1958: “I that the 
figure might get to 350,000 annually 
But I would be very doubtful that it 
will ever go vastly higher.” 


entire automobile 


early in believe 


While still open to persuasion, De- 
troit’s Big Three were doubtful too 
But they have not neglected to hedge 
thei Reports both GM 
and Ford testing small cars, and tools 


bets have 


them are known to have 


Yet, 


and dies fo1 


been ordered says Chevrolet's 





~~ - 
a Dae 


: F ; ; 
oe * iss <<? es 


Edward N. Cole: 
“We have not placed an order for a 
single pound of production material.” 
Chrysler, finance 
such a chancy venture, has chosen to 
field until it 
worthwhile 


general manager 


less well-fixed to 
avoid commitment in the 
can be shown to have a 
market. But it has not 
small car. Instead, it acquired a 25 

interest in Ford's 


now 


ignored the 
Simea, including 
interest in the company, is dis- 
tributing the French 
strong-selling line in the 


automaker's 
U.S 


Any Middle Ground? 


Detroit 
scene last year than the small car in- 
fate of the 
Once the cream 
middle 
sick 


Prime sym- 


A bigger spectre on the 


vasion was the uncertain 
medium-priced ca 
puff of the 
bracket 
fighter 


business, the 
contender has been a 
1955 
bol of the man who is arriving, though 
middle-bracket 
prime 


ever since 
arrived, the 
been the 


Row 


not yet 

loser in the 
Buick, which 
ranked only after Ford in sales, 
Ed- 
sel, Ford Motor’s entry in the class, 
$250- 
Significantly, last 
good 60°; of 
its production to its low-priced Chief- 


Cal has 
Auto 


once 


recession 
last year was down to fifth spot 
never has get going despite a 
million investment 
year Pontiac devoted a 
tain series, and perhaps for that rea- 
son held on to the slot 


also was seen in 


sixth sales 
Interest in economy 
the increased popularity of six cyl- 


inder models whose share of sales, 
after an ll-year drop, went from 17° 
to nearly 24 

It all raised a question that has still 
to be answered: Have 
their zest for the dreamboat that car- 
ries the If so, 


of the trade-up from the 


> 


Americans lost 


prestigious nameplate”? 
is the day 
low-priced three over Despite ap- 
pearances, Detroit was betting that it 
And it was also betting that, 


collectively, it about the 


is not 
knew more 
than any newly self- 


And the 


t does 


auto business 


chances are 


elected pundit 
99 to 1 that 


American's competitor of the “dinosaur in the driveway” 
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TRUCKS & TRACTORS 





HIGH POWER, LOW MILEAGE 


The truck & tractor makers could hardly blame all their 
troubles on the recession. It merely put a few more 
knocks in an industrial engine that has been getting 
too little mileage out of its high capital horsepower. 


Tue makers of trucks, tractors and 
closely related construction and trans- 
machinery 


a long time. It was not just 


portation will remembet 
1958 for 
the recession. The downturn simply 
compounded the troubles that have 
plagued the industry for the past five 
years. In the prosperous mid-Fifties 
Forbes’ gro'ip as a whole failed to pro- 
duce the management horsepower to 
Dur- 


ing the first three quarters of last year 


keep up with leading industries 


it came close to being stalled by the 
bumps in the business cycle 

The troubles could be summed up 
in two phrases: 1) declining profit 
staggering demands 
Both 


to a single 


margins, and 2) 
on working capital could be 
traced, of course, factor 
competition. Variously assorted com- 
petition was among the Big Six and 
such outside companies as General 
Motors’ GMC Truck & Coach Division 
and Clark Equipment. It meant that 
management was rarely able to pass 
on to the customers the full increases 
in wages and in the costs of such vital 
materials as steel. It also meant that 


a truck & had 
to strain his working capital by grant 


tractor manulacture! 
ing long credit terms and by keeping 


on hand vast inventories of slow- 


moving parts and models 
Poor Excuse 


Looked at 


would 


from the outside, there 
little 
anything but high profits in the truck 
& tracto1 
was moving goods over the 


seem to be excuse fot 


industry. A booming nation 
highways 
at an astounding rate 

Ton-mile figures for truck haulage 
over the nation’s 
Sept 


year's 


highways up to 
30 were only 2.2 below last 
Construction spending in 1958 
will reach about $49 billion, a record 
The U.S 


was building roads, 


despite the recession and 
the world 
ing earth 
furiously 
Between 1950 and 1957, sales of the 
Big Six did, in fact, boom over 50 
They rose from a combined $1.98 bil- 
lion to $3.08 billion. In the latest five 
years alone, four of Forses’ Six had 


mov- 


and digging foundations 


been increasing their sales at an aver- 
age annual compounded rate of 8 

But it all produced little in the way 
of profits. For Allis-Chalmers, Inter- 
national Harvester and Fruehauf 
Trailer, earnings per share actually 
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declined over the half decade. Only 
Caterpillar Tractor had been able to 
produce a really respectable return on 
its stockholders’ (five 
16.7°; ) five 
prosperous years in U.S. history 


equity yeal 


average over the most 
Still, there were big individual dif- 
Good 


and did, help 


ferences management could, 
So did pe manage- 
Fruehauf Trailer, for 
truck-trailers 
thus benefits directly from the state of 
and the 
vastly expanded movement of goods 
Yet Fruehauf 
$2.7 million in the first three quarters 
of 1958 Anothe1 
International 
should 
truck 


sales 


pool 


ment hinder 


example, makes and 


the transportation industry 


suffered a net loss of 


poo! show ing Was 


Harveste1 
Trucks and 


gets 33 of its 


Harvester's 
have done well 
parts aside, it 
from agricultural equipment 
year. But Har- 
reported a drop in per share 
to $1.81 for 
months of its fiscal yea 


October 31 


which sold well last 
veste! 
net of 7.2 the first nine 


which ended 


Two Extremes 


Tractoi the world’s 


greatest specialist in the field of earth- 


Caterpillan 


hand, 
that good management could deal ef- 
fectively with the this 
Caterpillar lines 
were hard hit by the 
its sales fall 10 and its net 24 in 
months. But Caterpillar 
Harmon Eberhard showed 
the quickest turnabout His sales in 
the third 
and net shot up 42 


moving, proved, on the othe: 
problems of 
industry whose 


recession, Saw 


the nine 
President 


quarter bounced up 13 


Generally, the truck, tractor and 


trailer makers were prepared tor 1958 


Operating Profit Marg 


PROFITS PINCH 
Even before the recession, the truck 
& tractor business was caught in o 
cost-price squeeze. Symptom: de- 
clining profit margins.” 





— 
>——> 








5 

1950 «1951 «1952 18531954 1955 195601957 
“Average of Altis-Chalmers, Mack, White, international Harvester, Fruehaul, 
figures exclude Caterpillar, for which complete figures were no! available. 


1957 


comedowt 


philosophically, by a 
had hard 
1956 needed 


more than 


at least 
been a 
Few 


Fruehauf’s chairman 


which 
from philosophy 
Roy 
Fruehauf, who wanted consolation for 


all that red ink 


living on inventories, 


Industry, said he, was 
“and, when this 
demand fo 
slackens 
reduced movement of goods 
Wall Street, however, was skeptical 


of such excuses 


happens, transportation 


equipment because of the 


Especially so when 
they come from flamboyant Roy Frue 
hauf. The fact was that Fruehauf hax 
not been sharing in the prosperity of 
recent years to anything like the ex- 
tent indicated by his soaring sales 
figures Though his sales doubled 
from 1950 to 1956, his operating profit 
margin in the same period fell fron 
$14.50 per $100 of sales to just $5.10 
As a 
slipped from $2.53 to just 94¢ 

Nor could Fruehauf 
petition as reasonably as could Har- 
vester’s Frank Jenks, Allis Chalmers 
Robert White Motor’s 
John With only Pullman's 
Trailmobile subsidiary as major com- 


result his per share ear 


blame con 


Stevenson o1 
Bauman 


petition, Fruehauf makes about 50 

of all U.S. truck-trailers. Like Cater- 
pillar’s Eberhard, Fruehauf dominates 
his market. But Caterpillar 


producing r¢ 


unlike 
Fruehauf has not been 
sults. In 1957 
zed to a fine 


its operating p! 
sque $2.20 on every $100 


of sales, the narrowest margin since 
the depression Thirties 
Roy Fruehauf 
stiffest in the history of the industry 
All of which has left Wall Street wor 


dering 


Complained 
“Competition was tne 


how Fruehauf will fare now 
that big aggressive Clark Equipment 
is breaking into the Trail- 
mobile is making new 

Wall Street that in the 
first nine months of last Frue- 
hauf finally succeeded in getting his 
profit But 


ield and 
inroads 
estimates 
yeal 


margin up around 5 
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Internat. Harvester declined 0.2% 
Caterpillar 6.2% 13.1 
Allis-Chalmers 0.8 declined 
Mack 92 34.6 
Fruehauf declined 
White Moter 3 94 


this was hardly good enough. Thus, 
though Wall Street shares Fruehauf’s 
faith in the fundamental growth po- 
tential of the transportation industry, 
it gravely doubted whether mere in- 
dustry would be enough to 
restore real profitability to his busi- 


growth 
ness 


Harvester’s Headaches 


Fruehauf’s unhappy record of rising 


declining profits was far 
from unique in the haulage equipment 


business 


sales and 
Nor was it confined to high- 
Giant In- 
ternational Harvester, integrated from 
ore to end product and diversified half 
a dozen ways, suffered, too, the same 


ly specialized companies 


failing, though to a lesser extent than 
Fruehauf 

From 1951 to 1857 Harvester’s sales 
fell some 8°, but in the same period 
profit margin was nearly 
16.7° to 8.7 In the 
first nine months of fiscal 1958 Presi- 
dent Frank Jenks was unable to pre- 
vent 


operating 


halved from 


Harvester’s profit margin from 


falling to around 5.3 Despite stead- 
ily increasing dividends from several 
foreign subsidiaries, Harvester’s net 
fell from $31.3 million to $29.3 million, 
a decrease of 6 


Fo Jenks 
vear, but it was better 


1958 was not a happy 
than for Frue- 

Despite fluc- 
tuating sales and earnings, Harvester’s 
cash flow averaged $11.14 per $100 of 


invested 


hauf in many respects 


capital over the five pre- 


ecession years. Fruehauf’s averaged 
just $9.79 
Harvester’s showing 


Even so was 


not very impressive. But the company 


having its troubles these 
Jenks, who 
1957, can 
overnight 
makers, 


has be en 
became 
hardly 
Like all 
Harvester 
equipment, 
construction machinery) has its 
half 
tied up in in- 
Harvester has partly 


many years 


president only in 
overcome them 
truck & tractor 
"(47 trucks, 33° 
13 

working 


farm 


capital troubles; over 
its current assets 


But 


are 
ventories 
FORBES 
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declined 
10.59 
declined 
58.0 
declined 
12.5 


beaten the problem so 
ables are concerned 
Though on Oct. 31, 
ceivables stood at a 
of $98 million, it had 
by 11.2% to $87 million on 
1957, the 


Result: combined inventories and re- 


1956 its re- 
four-year high 
reduced them 
Oct. 31 
just as recession began 
on the 
the 


ceivables amounted to only 35« 
Fruehauf's 
comparable figure was 52¢ 


sales dollar In 


Case, 


Hard Working Capital 


Working capital (see chart p. 64) is 
perhaps the biggest problem a truck & 
maker has to face. The harder 
it can be made to work, the better the 
company’s chance of showing a good 
investment Nobody, 
better than Allis-Chal- 
S. Stevenson At the 
Stevenson's 


tractor 


return on «its 
this 
mers’ Robert 
end of 1957, 
receivables amounted to a 
$323.2 million 


was turning then 


know Ss 


inventory and 
Staggering 
at his 1957 sales rate he 
over less than twice 
a yeal 


Allis-Chalmers, 


the third largest maker of 


“ hic h besides be ing 
agricultural 


equipment Is also the third largest 


maker of 


recently 


heavy electrical equipment 
better than 
profits. On a 55 ise 
in sales from $343.7 million in 1950 te 
$534 million in 1957, Allis-Chalmers 
had a 23 fall in net from $23 n 
to $17.8 million 

And all the while 
was soaking up extra working capital 
If Allis-Chalmers 
pronts 


has done littl 


Harvester on 


this extra volume 
could not increase 
vith rising sales, it could hard- 
ly expect to do so with falling 
So it took its lumps in 1958. Earnings 
in the first quarter of 1958 fell 55° on 


a sales reduction of just 13 3ut in 


sales 


the third quarter a certain change ap- 
A-C’s 
sales of $124 million against $134 mil- 


peared overt operations On 
lion in 1957’s third quarter, Allis- 
Chalmers $4.9 million com- 
pared with $3.4 million a year ago—a 
of 44% in 


fall in sales 


eal ned 


rise earnings on a 7.5% 


2.1 
18 
one 


Stevensor the 


farm 


well 


President explained 
fact that 


were running 


pickup as due to the 
equipment sales 
ahead of last year.” It was, of course 


obvious that sales of farm equipment, 
even if sustained, cannot alone 
the trend of Allis-Chalmers’ 
they account for hardly one third of its 


business. Only very substantial reduc- 


reverse 


profits 


more et- 
right 
help the 


tions 1n operating cost and 
use of 
the 


equipment 


ficient working capital 


board cal 


across 


} 


neayvy 


Diversify—or Specialize? 


Stevensor has sought to turr 


situation around by concentrating or 


what he considers the most promising 


part of his well-diversified business 
$83 


Three 


spent or 


quarters ol million 
construct 


has 


compal 


years, Says he 
proving tne 
electrical apparatu 
machinery fields 
Wall Street has 
con\ need 
right track, 


generators and othe 


that Ste 


howe 


equipment in 
competition V1 


Thoug! 


NOUSE 


Sy 
Ha 
tayed 
‘aterpilla: 
tl ecession 
ot 1958 
hard, 


quarte! 


was, 
substantial 
since the 
the 
million were 


when 
at $14 


a sale > 


recesslo! 


rise of on 
three weak 
down, Caterpilla 
close to 10% on its stockholders’ equi- 
ty during 1958. That was better than 
Allis-Chalmers and Ha este had 


qual tel! 


with 


manage d 





been able to do in the good years 

Still, Caterpillar had disappointed 
its admirers by failing to climb over 
the latest recession. In the recession 
of 1949 Caterpillar had been all but 
unaffected, and in 1954 sales fell only 
7%. Nevertheless, the “hard goods re- 
cession” of 1957-58 was, the company 
admits, the first since the great de- 
pression of the Thirties to hit all of 
Caterpillar’s approximately 60 differ- 
ent markets. 

But whereas Allis-Chalmers 
Harvester earned less per common 
share in the years 1956-58 than they 
had in the period 1947-49, Caterpillar’s 
average per share 
more than 125°, 


and 


earnings were 


higher 
Two Truckers 


In fact, Caterpillar’s closest rivals 
in profitability were neither Harveste1 
nor Allis-Chalmers but the inde- 
pendent truckmakers, White Motors 
and Mack Trucks. Mack Trucks, in 
fact, has been well ahead of Cater- 
pillar in growth rate in earnings and 
in showing new profit from the re- 
invested dollar. Mack, of course, had 
the questionable advantage of having 
nowhere to go but up. When Mack’s 
President Peter O. Peterson took over 
on behalf of new 
beginning of 


management at the 
1955, the company was 
in bad shape. It had earned just 44c a 
share in 1952, and its 1953 net of $1.01 
added up to a return of only 4% on 
stockholder’s capital. In 1954, 
an even lower 2.2% return 

In the 
agement 
Peterson, 


it was 


since the new 
took Mack 
who retired on 

could point to a 119°, 
and an amazing 687°, 


years man- 
Trucks 
Dec. 31, 
gain in 
growth in net 
After just two years of re- 
during which he _ paid 
stock dividends, Peterson, in 1957 and 
last year, paid 
about 50°, of earnings. In 
finance his reorganization, 


over at 
sales 


per share 
cuperation 
dividends averaging 
order to 
Peterson 
had to borrow heavily, putting once 
debt-free Mack $70 million in long- 
term debt and some $80 million in 
short-term debt to finance his instal- 


tnventory and receivables per $1 of sales 


ment sales. But few Wall Streeters 
would deny that borrowing was a far 
cheaper way to credit sales than the 
use of equity dollars. 

The result was that Peterson had 
to work on a very narrow ratio of 
assets to liabilities: 1.4 to 1, well below 
the margin of 2.5 to 1 which analysts 
regard as the safe minimum for any 
company. Nevertheless, Peterson since 
1955 has steadily increased his work- 
ing capital from $48 million to $137 
million and his current ratio is a fairly 
safe 2.1 to 1 

Peterson could not, however, claim 
he had made Mack 
On a 6% decline in sales, Mack’s net 
slumped 47° in the first three quar- 
ters of 1958. There was, said Peter- 
son, 


recession-pli oof 


business 
during September and October. But 
it can hardly pull Mack back to a 
normal year’s earnings. 

In one respect, of course, both Mack 
Trucks and John White 
Motor, as heavy vehicle specialists, 
both more resistant 
their big Inter- 
national Harvester or the Detroit 
“Big Three.” White’s truck production 
in the first nine months of this yea 
rell just 12°, and Mack’s about 17 
But Ford’s fell some 41°, Chrysler's 
31°,, General Motors’ 22°, and Har- 
vester’s 25°,. Thus the “Big Four” of 
the truck industry saw their combined 
production fall to 83°; of all trucks 
from 88°; in the same period of the 
previous yeal 

Not that the Big Four were asleep 
at the wheel. It was simply that the 
market that White 
and Mack serve held up better. White, 
even more than Mack, specializes in 
vehicles in the 26,000 pound 
and above. These are virtually cus- 
built for 


“a marked pick-up” in 


Bauman’s 


were 
than 


recession 


competitors, 


specialized heavy 


class 


tom highly specialized use 


Recession Resistance 


If both White and Mack held a 
fairly steady sales rate, White showed 
a far higher degree of 
sistance. Its net fell 
sales gain of 10 


recession re- 
just 16% ona 
for the nine months 





WORKING CAPITAL SQUEEZE 


Another truck & tractor problem: the strain on working capital 
caused by a very slow turnover of inventory and receivables. 





SQUEEZE: It takes truck & tractor mak- 
ers up to 93c in working capital to 
finance $1 in sales. 


ifn 
"Mack FruehauiAllis- White Caterp! 


Trucks — Trailers Chalmers Motors ~—Tractors 





Harvester 


EASE: By contrast, other major durable 
goods manufacturers finance their 
sales on considerably less working 
capital 





Product helped, but White also bene- 
fited from good management. Al- 
though White’s operating profit mar- 
gin has shown very wide fluctuation 
over the past decade, in the past five 
pre-recession have 
risen 52° and per share earnings 80°, 
If Mack’s earnings surpassed this, it 
was only because Mack started from 
a lower level; on the vital measure of 
return on equity, White was still top 
dog last year 
White’s earnings, 
match 1957’s. 
6% The fact 
course, that in this industry there was 
no such thing as 100 
sistance. 


years its sales 


did not 
They were down some 


though, 


inescapable was, ol 
recession re- 
Sales and profits in truck- 
related to the 
and the ups & 
construction industry 
They cannot escape any sizable change 


ing are too intimately 
transport ol 
downs of the 


goods 


in the general economy 


At year’s end a dramatic new pat- 


tern of competition developed in a se- 
cluded corner of the truck & tractor 
field, the Diesel engine market of 
Mack claimed 38 and Cum- 
mins Engine Co. 58 No longer did 
they have this lush market to them- 
GM's Detroit Diesel 
which had long refused to sell engines 


which 


selves Division 


to GM competitors, was now selling to 
all comers and had jumped into the 
ring with a complete new line 


More of the Same 


truck & 


about as 


By and large, the 
makers did relatively 
in the 


tracto! 
well 
recession as they did in the 
Caterpillar’s 
watchful cost control, smart research 
and product development and its high- 
ly organized sales and service division 
supported its performance in 
1958. At the other extreme, Frue- 
hauf Trailer had found the cost-price 
squeeze 


pre-recession years 


high 


unmanageable in the pre- 
recession years and even less manage- 
able in 1958 

Taken as a truck & 
tractor makers bril- 
liantly successful in translating a tre- 
mendous opportunity into profit fo 
their stockholders. There 
partial exceptions: ,Caterpillar’s prof- 


group, the 


have not been 


have been 
been nothing to sneeze at 
Nor has White’s remarkable stability 
Nor Mack's amazing comeback 

But Mack and Caterpillar stumbled 
badly in the Even White 
can hardly be proud of a return on 
stockholders’ capital that has averaged 
under 10° 
growth for 
time as the 


its have 


recession 


a period of great 
the industry. Until 
truck & tractor makers 
can do something to loosen the 


during 
such 


cost 
of making 
do with smaller amounts of working 
capital, their industry can hardly 
claim to rank among the really well- 
managed in U.S. industry. 


squeeze or find some way 
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THE FENCE JUMPERS 


In a highly competitive, aggressive econ- 
omy, it is only natural that the other fel- 
low’s backyard will often look greener than 
your own. But it’s one thing to jump his 
fence and another to land on your feet. 


IN THE decade since World War II, 
U.S. corporations have been expand- 
ing all over the lot. In the process 
they have jumped many a fence. The 
motive, of was a hankering 
for the greener other 
side. Thus corporate 
fence jumper—or give 
him a more dignified One 
chemist, for example, jumped suc- 
into the drug, paper and 
fabricating businesses. A rail 
car manufacturer spread into the 
building of highway trailers and then 
into the design of petroleum plants 
A manufacturer of aircraft engines 
edged into metal fabricating, took a 
fling at the then 
moved famous 


course, 
grass on the 
born the 


pluralist, to 


was 
name. 


cessively 
brass 


and 
And a 
textile manufacturer went into plas- 


auto business 


into plastics. 
tics, electronics, plywood and bath- 
room accessories 


Money Is the Spur 


Yet there was, 
seem, a certain logic to all this 


may 
When 


all is said and done, corporations ar‘ 


Strange as it 


not created to make paper or motor 
locomotives 01 


They 


So it is only 


polyvinyl chlo- 
make 
that a 
making as 


cars, 
ride 
money 

company 
much would like in its 
own line will look to someone 
And that, whatever the individual 
circumstances, is what makes a cor- 


are created to 
natural 
having trouble 
money as it 


else’s 


porate pluralist 


Take the famous O'Neil family of 
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Akron, for example. Their General 
Tire & Rubber was doing fairly well in 
rubber. But the O'Neils were noth- 
had 


Five in 


ing if not ambitious, and rubbe: 
its limitations. “We were No 
the rubber industry,” explains Gen- 
eral V.P. Michael O'Neil, “and rubbe 
was very competitive—to put it mild- 
ly. The only way we could 
moved up in rubber would have been 
to buy another company, and for that 
we would have the 
Justice on our necks.’ 

So General began 
investments of its 


have 


Department of 
making small 
surplus cash in 
other businesses. It bought the Mutual 
Radio network, moved from there 
into TV and eventually into the movie 


{EROJET ROCKET-ENGINE TEST: 


it was a profitable way out 


through the purchase of 
Hollywood's failing RKO studio. It 
moved as well into plastics, wrought 


business 


iron and sporting goods. But the move 
for which stockholders will never stop 
Family Patri- 
was the invest- 


singing the praises of 
William O'Neil 
that 
owning its 87 


arcn 


ment culminated in General 
Tire’s 


booming Aerojet General, today the 


interest in 


nation’s leading rocket motor manu- 


Aero- 
than 


facture1 General's share of 


jet today makes more money 
General's original tire business 
The logic was simple, but the tech- 
nique was not For there 
that the 
trade would end up becoming the jack 
trades. Not so in the case of 
They 
token 
first and then expanding them if the 
proved itself Says Jerry 
“We bought Aerojet for a 
$75,000 cash. We've put a lot 
than that the addi- 
tional investment came only after the 
undertaking had proved itself 
alter 


trades, became a master of at least 


was always 


the danger naster of one 
of many 
the O'Neils 


only 


moved <¢ arefully, 


making investments at 
original 
O'Neil 
mere 

more into it. but 
Gen- 


eral, trying its hand at many 


two, tires and defense contracting 


Harder Than It Looks 


That was 


But not eve 


Curtiss-W 
man Roy Hurley 
happy 


that successful 
furnished ; 
point Dis! 
depen 


Cast In 
comple xities ol 
Pentagon for defense 
moved his big ai: 

propeller builder int tal fi 
ing (Metals Proce ng Division) 
(“Precision Spring”) and 
plastics (Curon). But before he 
develop a real winner in any of his 
commercial Washington cut 
back his defense orders and the: air- 


lines ali but C-W’s 


cal- 


clutches 


could 
lines 
buying 


stopped 


65 








YARDSTICKS OF PERFORMANCE 


Bile Be 





COMPANY 





Olin Mathieson 
Sperry Rand 

W. R. Grace & Co. 
Curtiss-Wright 

Food, Mach. & Chem. 
Amer. Mach. & F'ndry 
Gen. Tire & Rubber 
Pullman 

Textron 

Hunt Foods & indus 
H. K. Porter 

List Indus. 


37.8 

6.4 

11.6 

8.6 

8.2 

8.3 
24.8 
11.9 


Deficit in 


10.5 
34.1 
10.8 


*Latest four years. ** 1952; $2.25 in 19% 
piston engines because they were con- 
verting to jets. 

Result: C-W’s profits plummeted a 
sickening 53°; to just $15.5 million in 
the first nine months of 1958. Curtiss- 
Wright, which had long enjoyed a 
defense contractor’s fat (five-yea 
return on capital, last 
year earned only 10°, 

Nor did_ pluralistic 
save Pullman’s Champ Carry from 
taking a beating year. As the 
railroads snapped their capital purses 
shut, Pullman’s big freight-car manu- 
facturing business all but closed down 
His M. K. Kellog division, engaged in 
engineering and the 
petroleum & chemical processing field, 
took up some of the slack but only 
some. Highway trailers made by Pull- 
man’s Trailmobile division, however, 


average 18.5°, ) 
diversification 


last 


construction in 


turned out to be almost as dizzily cy- 
Re- 


dropped 


clical a business as railway cars 
sult: Pullman’s 
56.7% in 1958's quarters, 
and Carry earned a return of barely 
6% on stockholders’ 


earnings 
first three 


his investment 


Meshing The Gears 


But stability is only one test of the 
pluralist. Sometimes the big problem 
is to make the assorted gears mesh 
The Olin Mathieson 1954 
was an example of gears 
Mathieson soda, 
furic acid, chlorine and fertilizer and 
had picked up the big Squibb drug 
business. 


merger ol 
clashing 
sul- 


made caustic 


Olin turned out explosives, 
cellophane, paper and Winchester fire- 
arms and owned big brass 
mills. Yet last year, with the mer- 
ger almost a half decade old, things 
were not yet running smoothly. “I'm 
afraid,” President Stanley deJongh 
Osborne remarked, “that Wall Street 


rolling 


66 


declined* 
declined 
4.6° 


10.1% * 
11.64 
declined 
10.0 
6.8 
9.2 
11.7 
2.1 
declined 
6.0 
26.5 
62 


ne he Om he oe A es 
“ON Oe 


»>wore RN COM & NM Ww 


-mMono 


7 Latest three 


regards us as a very loose group of 
companies, too spread out to be well 
managed.” Osborne made no secret of 
the fact that he regards getting rid of 
some of OM’s sidelines as at least part 
OM, in othe: 
become too pluralistic 
What bothered The Street was that 
Olin 
age only 12.7c on its equity dollars, a 
very 


of the cure words, had 


Mathieson had earned on aver- 


disappointing showing for a 
heavily 
high-profit chemicals and drugs 
the worst to 


between charges 


so established in 
But 
was yet Caught 
break-in for 
highly promising but still unproven 
ventures In energy 
aluminum the 
Mathieson's profits dropped by 58 

first three quarters, left new 
President Stanley Osborne with the 
dismal 


company 


come 


some 


and 
Olin 


high fuels 


and recession, 


in the 


prospect of earning roughly 


1.9c on stockholders’ equity last yea 
Cross-Poilinization 


“In times of business recession such 


PULLMAN’S CARRY: 


from rails to roads 


as we have been in,” noted President 
Harry F. Vickers of Spérry Rand last 
yeal “the 
work is such that it adds materially 
to the earnings of the corporation even 
with a lower margin of profit.” It 
was well Vickers that it did. In 
theory Sperry Rand had made a very 
neat package of pluralistic diversifi- 
cation: 


volume of government 


for 


its office machinery division 
(Remington Rand) seemed a natural 
for feeding electronic knowhow to its 
defense contracting (Sperry) division 
It all promised cross-pollinization at 
its best 

The combined companies did earn 
a respectable 15.7‘, return on equity 
in the latest four years, but the reces- 
sion hit hard. With only the relatively 
small (8°, of sales) farm equipment 
division showing an improvement last 
SR’s 
to an estimated 9.4° 


yeal return on equity dropped 
The truth was 
that too high a proportion of Sperry 
Rand profits were coming from low- 
profit Pentagon research & develop- 
ment contracts, too little from type- 
office 
and production line defense orders 
But Harry Vickers was nevertheless 
showing himself a better head at plu- 
ralism than Roy Hurley the third 
quarter of the fiscal year, defense 
work had filled in the breach .nobly, 
and Sperry Rand 


writers, computers, machines 


by 


started to pick up 
again 

Pluralism is, of course, a tempting 
Instead of 
building, you buy; inStead of creating, 
you absorb. But this buying and ab- 
sorbing is something of an art in its 
own right. Everyone would agree 
that W. R. Grace’s President J. Pete: 
Grace was shrewd in deciding to use 


chemicals 


path to corporate growth 


as a counterbalance to the 
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vagaries of shipping and 
in South America 

But paid for its chemical 
plants by increasing its shares of com- 
mon stock outstanding by nearly 40 
over the past five years. In 1957, de- 
-spite the fact that total profits were 
higher than they had been four years 
earlier, earnings per share were 12° 
lower. Reason: equity dilution caused 
by Grace's paying for its acquisitions 


investments 


Grace 


with common stock. Grace's chemical 
plants were, it is true, boosting cash 
flow at the compounded rate of 19.9° 

a year. The promise of better things 
to come, however, was scant comfort 
to stockholders last year when Grace, 
with its share off 52° 

in the half, cut its 
dend subsituted a 

dend 


earnings pe! 
first 
and 


divi- 
divi- 


cash 
stock 


Pluralism Without Dilution 


But a pluralist could beat the built- 
in curses of plurality if he followed 
the course of Food Machinery & 
Chemical’s Chairman Paul Davies 
Grace diluted its stock to get its 
chemical plants. Food Machinery built 
most of its plants itself, once the ini- 
tial merger with Westvaco Chemical 
Corp. was conpleted in 1948. “Ow 
major expansion,” explains Davies, 
“has been from within.” Like Bill 
O'Neil, Davies first mastered his trade 
by a small acquisition (first in ma- 
chinery, then chemicals and, finally 
defense) and then expanded in a big 
way. The best proof of Food Machin- 
ery & Chemical’s methods: it was one 
of the companies 1958 
earnings probably neal 
those of 1957 

Yet, at best, the record shows that 
pluralistic diversification is a diffi- 
cult art. General’s Bill O'Neil and 
FMC’s Paul Davies proved themselves 
masters at the art. Sperry Rand and 
Olin Mathieson had yet entirely to do 
so. And Peter Grace, how- 
ever well-planned his pluralism, made 


few whose 


stayed very 


Grace's 


the serious error of thinning down his 
equity 


NEW HAY-BAL 
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MACHINE MADE BY 


iMF PINSPOTTER: 

it rolled a strike 
that falls somewhere 
between was Morehead Patterson's 
American Machine & Foundry. AMF 
looked reasonably good on Forses’ 
Performance Yardsticks. The big rea- 


son, of sales 


A company 


course, was the success 


Did 


ammunition in 


of AMF's automatic pinspotters 
Patterson have more 
his belt now that this 
fired? That. of course, 
be seen, but it 
The coup 
Patterson pulled off with his pinspot- 
te: Other Patterson mergers 
helped, but it is largely the 
ter that enabled AMF to 
945° between 1947 


share earnings 639 


one has been 
remained to 
will be a 


Street 


long time 


before forgets the 
have 
pinspot- 
raise sales 


and 1957, boost 


al d Cau- 
Re- 


tobacco machin- 


Patterson proceeded coolly 
with his diversification 
“We made 
that was a 
business. We 


we'd 


tiously 
calls he 
ery, but lfeast-or- 


that to 


sometning 


small 
knew 


have 


famine 
grow have to 
else, preferably a large 
that 
talents for 


unmechanized 


industry could use our singular 


making machinery 


found it in bowling 


S NEW HOLLAND SUB 


if helped make up the 


Sometimes It Works 


Patterson, by early choice and hap- 
py experience, is one of the U.S.’ most 
articulate advocates of pluralistic di- 
versification. “Remember,” says he 


“that GM, GE, Westinghouse 


du Pont went in fo: 


and 
some pretty ex- 
treme examples of tackling more than 
one business. But that 
and it worked Now people are 
inclined to think of the 
didn't make it work, 


stelr 


was long ago 
more 
guys who 
Leopold Silber- 
for example 

“Too many people ir 
Patterson, 
related diversification of the 
Texas, U.S. Hoffman 
has to be approached wit! 
est cautior They built a 
one shake and 
AMF, 
maker by trade 
the kind of 


best 


recent years 
acticed un- 
Penn 
which 
the great 
bunch of 


adds have p 


S¢ hool, 


grapes they all come 
machinery 
preferred to stick to 
knew 


But the postwal! decade, as even 


down 43 be ing a 


manultacturing it 


Patterson and Paul Davies would ad- 
mit, has also produced at least a few 
pluralists who have made successes 
out of what Patterson calls 
diversification.’ 


Hunt Foods 


Simon, for 


unrelated 


Chai mat 


example 


Norton 
Simon used a 
bankrupt canning factory as a spring 
food 

ve getable 
Davies Peter 

Patterson 


lumbe 
But 


Grace 


board into matches 


publishing and oils 
unlike Paul 

Morehead 
no operating 
stock 


polic 1es 


and Simon is 


executive He takes a 


interest In a company, sets its 
(Simon's term psychologi- 
cal unblocking”), and builds it up 
before merging it into his 


Says Simon candidly 


empire 
You have 


you Cal OOK at 


one 
big advantage their 
weaknesses obje ctively 

Over the 
this 


Simon to parlay a 


past tw 


col porate le ap-ti 


vear's 
enabled 
$7,000 investment 
into a vast food and industrial empire 
One why: Simor 


all his executives 


reason makes sure 
good-sized 


Hunt Foods 


You've got to have an ‘owner 


have a 
pel sonal 


stock 


investment n 


SIDIARY: 


low pron 





ship feeling’ to build a company,” says 
Simon. 

This system has brought an un- 
usual degree of flexibility to Hunt's 
operations. For Simon, without long 
lists of stockholders to please, never 
has to reconcile investors’ wishes with 
the demands of a business situation. 
Thus when Hunt moved into McCall’s 
Magazine, owner-manager Simon did 
not hesitate to cut the dividend and 
pour the added capital into such an 
intangible as building the editorial 
staff of the magazine. Previous man- 
agement, in contrast, had put its em- 
phasis on the dividend 


Bargain-Hunter 


Once in Simon’s new world of “un- 
related pluralism,’ you meet 

unusual types. H. K. Porter's 
liant Thomas Mellon Evans fo1 
ample. Evans scored as top pluralist 
in the Forses survey, so far as return 
on equity concerned. Hurley, 
with his government-supplied plants, 
slightly topped Porter, but in. 
flow Porter pulled 
secret: an eye 
pushed the 
maker into 
rubber products, refractory bricks, 
machine knives and rope. He 
preferred buying privately held, me- 
dium-sized companies. That way, he 
reasoned, he could buy plants much 
cheaper than he could build them, 
and he could easily sell them if they 
failed to come up to Porter's high 
profit standards 


some 
bril- 


eX- 


was 


cash 
Evans’ 
Evans 
locomotive - 
industrial 


ahead. 
for a bargain. 
erstwhile 
such fields as 


wire 


Evans’ theory paid royal dividends 
for Porter’s stockholders over the 
five-year period of the ForBes survey. 
But the recession somewhat dimmed 
Porter's light Evans’ neat 
year’s end made one of Porter's big- 
gest with the 
Co. plastics 


Though 


acquisitions Thermoid 


(rubber, and asbestos 


products), Porter's earnings last year 


H. K. PORTER’S EVANS: 


he has an eye for bargains 


fell below the level of 1957 by nearly 
50°,, to about $3 a share 

List Industries’ Chairman Albert 
List has tried to work the same kind 
of financial pluralism with a much 

List 
RKO 
Though the 
themselves 


more unpromising _ business. 
built his 


chain of movie theatres. 


company on the old 


movie houses were not 
heavy earners, they generated heavy 
cash flow 
through depreciation. List plowed this 
cash into textiles and oil and 


gas wells as well as aluminum auto 


amounts of non-taxable 


tax-free 


pistons 
Tax Operator 


What°Evans approached by way of 
buying brick & 


and 


mortar at bargain 
prices List 
through unfreezing frozen 
Textron, Inc.’s Chairman Royal Little 
Little 
been the tax loss operator par excel- 
lence and probably bette: 
use of the carryover than anyone 


what approached 


assets. 
has 


pursued in his own way 


has made 


r 


MOLDS GROWING IN OLIN MATHIESON’S SQUIBB DIVISION LAB: 


68 


it was possible to be too pluralistic 


In the early Fifties Textron 
sisted of little more than a collection 
of rarely profitable textile mills. Thei 
best asset was a heavy tax loss carry- 
forward. To Little, the important 
thing add earnings from 
healthy companies, almost any kind 
of company, which could be protected 
by the tax losses. Then Little peddled 
off the textile mills. 

The nature of Textron’s 
business (now 75% non-textile) and 
the chop-off of old mills enabled 
Little to boost his return on each $1 
of book value to 11.6c 
was a good performance: had he 
stayed in textiles, Textron would have 
done well to earn the less-than-5c the 
average textile maker earned 

But it was far from being roses all 
the way for Royal Little: the 11.6¢ 
was tax free. Had Textron been sub- 
ject to the regular 52° 
income tax, its 1958 return would 
hardly have exceeded 5¢ Another 
problem: Little’s abhorrence of equity 
dilution had led him to pay for most 
of his acquisitions with 
Result: a heavy 
amounting to nearly 50°, 


con- 


was to 


evolving 


In a way this 


corporate 


borrowed 
debt load, 


of capitali- 


money 


zation 


Jurnping Shoemakers 


One 
escapable: 


however, is in- 
tangled Textron’s 
pluralistic problems may be, they are 
a good deal less so than had Textron 
remained a textile operator 
The 6° that 
Champ Carry earned for his stock- 
holders last year was probably a good 
deal than he could have made 
had the company stuck exclusively to 
freight car building, with that indus- 
up-and-down 


conclusion, 
though 


fringe 
So, too, with Pullman 


more 


try's orders from the 
railroads 

Some of today’s successful pluralists 
their fields, 
become specialists in one or two fields 


H. K. Porter, for 


example, has already become in some 


may tomorrow narrow 


where they do best 


ways ae relatively well-integrated 


company, specializing in a wide va- 
riety of industrial goods 

But as one pluralist becomes a spe- 
cialist, some other enterprise will cer- 
tainly into the pluralist 
“Corporation stick to thy last,” 


critics ol 


step role 
say the 
But 
pluralist Morehead Patterson throws 
the cliché back in their face. “It is 
fine,” says he, “for a shoemaker to 
stick to his last provided the cus- 
tomers buy shoes 


corporate pluralism 


But if the custom- 
ers don’t want shoes, then the shoe- 
find something be- 
sides shoes if he wants to live.” And 
that, mixed the metaphor, 
explains why profit-minded corporate 
continue to jump 
hoping to land on 


maker had bette 
: 

nowever 
shoemakers will 
pluralistic fences 
their feet 
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INDUSTRIAL SPECIALISTS 


DOES CORPORATE 





INDIVIDUALISM PAY? 


Sometimes yes, sometimes no. 


nomic individualism 
specialists last year 
dinarily 


THe US. gallery of 
is rich and 
lively last year, 
individualistic 


corporate 
But 


none so 


types 
varied none was so 
ruggedly 
and few so profitable 
as the kind of corporation best de- 
scribed as the industrial specialist 
In a way, the industrial specialist 
defied classification 
the 


longed to autos or 


It belonged to no 
that GM be- 
U.S. Steel to steel 
Nor did its products fall easily into 
the conventional pigeonholes of capital 


industry in sense 


goods or consumer goods. In plying 
its trade, the true industrial specialist 
drew no such distinction between the 
manufacture of goods for industry and 
the making of goods for direct sale to 
the consume: 

Joseph A. Martino’s National Lead 
was an outstanding example of the 
breed. National Lead sold its titanium 
dioxide to such paintmakers as Sher- 
win-Williams. But it turned 
around and put some of the material 
into its own Dutch Boy Fo 
National Lead the important thing 
was not the product but the under- 
lying process in 
National Lead has few peers 

So, too, with Eastman Kodak. East- 
man Kodak film and 
cellulose for filters: yet 
both grew out of the same technology 
the Deere & 
Co.’s product line ranged from trac- 
tors to but its 
market 

Still it was wrong to think that the 
industrial specialist had anything ir 
common with the industrial pluralist 


also 


paint 


process, a which 


made camera 


cigarette 
knowhow 


same basic 


fertilizers, common 


was the farm 
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profitable—or 


For eco- 


as practiced by the 


could be 
very 


extraor- 
stultifving. 


simply becau 
The 


ate ly diverse 


catalogs 
enterp! 
into 


iust about anytl 


money. The specialist IS al 
one or two fields 
Coolly 

spec ialist tur 


most tempting offer 


proud 


pertise and delibs 
the true 
the 
getting into businesse 
had no experience 

one industrial 


called the 


boy Ss, 


specialists 
Why Type Them? 


vhat does this p 


But " 
the point of bracketir 


producer with a make 


tapes, a giant travel agenc\ 


sewing machine produce 


needs t 


thoughtful investor 


the industrial specialis 


managed, can be 


one ot 
prosperous of businesses 

for example, National Lead 
22.4 return on 
its 143.8° 


past hve years 


ston kholde I 
earnings wzrowt 
Profit-c 
tition the specialist 
meet. But by then the sh 
ist IS 


salable 
but 


reaady with 
twist on 
not just a ne 


be a product nobody 

not in the same _ forn d 
Minnesota Mining's President Herbert 
B Buetow 
The company 


iarket 
, 


sake of diversifvir 


least 
describes his ompany’s 
was unwilling 
solely for the 


We so igh t 


policy 


to enter a new n 


products |! ist ininhabited 
market ry t ibstantially dif 
ferent fron nhab 


market 
In the 


ited 
ena Oo ‘ ‘ gh prorits 
Invite 


competitior “ha at 


hap- 
pened to Singe ~ achines 
The iT 


pited by 


inhabited becomes 


That is 
When that 


otne 


nhapper ed 
Minnesota 


essent 


Sings 
Mining 


Mining 


passed the 


esting 
id spec ializé 


stultifving 


aroppea T! 


> in 1958 


Weakness or 


to 
specialists 
ed nut st 
The questior 


this « 


more 


porations 


incovel 

ertainly 
Mining 
Once 


n the cz 
Manufacturing 
ain Minnesota 


nodel ot trie 


pecialist 
Chairman William L. M 
President Herbert Pp 


there wa i 


Knight and 


Buetow cer- 


tainly knew reces 


ion on 
Heavy competition forced them to cut 
prices ot last 


Some of 


cellophane year 
thei 
were hit hard and bought less 


mnetime St. Paul sandpape 


tape 
industrial customers 
Yet the 


manu- 





YARDSTICKS OF PERFORMANCE 








COMPANY 





AT&T 

Eastman Kodak 

Deere & Co. 

Singer Mfg. 

United Fruit 

National Lead 

American Express 11.1 
Minnesota Mining 14.9 
Minneapolis-Honeywell 144 
Otis Elevator 9.2 


declined 
declined 
0.2 
18.5 
12.8 
19.5 
17.5 
7.9 
facture! 1958 with 
amounted 
its 


came through 
that 
on 


an 
estimated profit to a 
return of 19% stockholders’ 
equity. It was more of the same kind 
of profitability that 

McKnight and Buetow 


has enabled 


in the past 


declined 
declined 
declined 


17.6 
12.0 
19.0 
15.4 


five years to double the book value. 


of 3M common stock, earnings 
per share at an average annual com- 
pounded rate of 19% 

But profitability alone 
did not make Minnesota Mining: stand 
first among the specialists 
ly did last year. A 19% return 
industrial 


raise 


its rate ol 
as it clear- 
Is not 
so for an 
Lead 
Kodak 
17°; 


proved 


rare 
National 
Eastman 


specialist 
has averaged 22° 
16°., 
But 
that 


for 


Minneapolis- 
McKnight 


their 


Honeywell and 


Buetow company 
rated stability it did 
for profitability and growth. Joe Mar- 
tino’s National Lead, easily 3M’s pee! 
from the point of view of profitability 
and growth, took quite a drubbing in 
the National 
ings share dropped some 24.6 
from 1957 to around $3.50 a share in 
1958 National 
Lead’s return on equity below Minne- 
sota Mining's, which held steady 


as high as 


recession Lead’s earn- 


pel 


Result: a decline in 


13.9¢ 8.4 
22.6 15.9 
11.6 17 
8.6 53 
15.2 9.9 
26.8 22.4 
13.3 13.3 
26.2 19.8 
23.1 

11.8 15.4 


55 


7 


Not that anything had gone serious- 
National Lead. But 
though to customers, 
the somewhat _ top- 
heavily dependent on Detroit to whom 
it sells its oxides, battery 


ly wrong with 


diversified as 
company was 
plates and 
“There 
National Lead,” 


executive “that a 


aluminum die castings 


wrong with 


is 
nothing 
declared 


one top 


good ca} can't cure.’ 


Wall 


there 


yeal 
Street, 


was 


however, knew that 
to it than that. Na- 
tional Lead actually had fallen down 
on one of the toughest tests of indus- 
trial it had 
failed to come up with a best-selling 
new product to take up 1958's reces- 


more 


specialist management 


sionary slack 
Technological Diversification 


Mining 


with 


Minnesota 
test 


passed this par- 
Mc- 
Knight and Buetow saved the day with 
their skill at the industrial specialists 
kind of 


logical diversification 


ticulan flying colors 


techno- 
tex h- 
the 


hind 


diversification 
What 
Simply 
produc ts, 


own 
is 


nological diversification? 


ability to design new 


new applications for a company’s 


It is the 


special kind of technology 


4 PIPE WITH 3M ALL-WEATHER TAPE: 


applying a profit in all seasons 


95 
85 
80 
80 
99 
9? 
95 
90 
90 


6.6 
x 7 


18.5 


skill industrial 
Minnesota Mining 
L. McKnight, a 


come to 


most important an 
specialist can have 
Chairman William 
at it, 
describing how technological diversi- 
fication works. “Most of widely 


varied 3M products,” explains he, * 


maste} has closest 
oul 
“are 
direct descendants of sandpaper, ou! 
most of them a1 

of the 
process called coating.” The products 
in othe: but 
the technology is the same. Thus does 


original product 


produced by some variation 


words, may be diverse 
it differ from the industry diversifica- 
tion of the corporate pluralist 

This is a skill that Minnesota Min- 
ing demonstrated beautifully last yea: 


With 40° 


products introduced 


of its sales coming fron 


in the ter 
years, Triple M had enough momen 


past 


tum to carry over the dip in the busi- 
ness cycle. Its prized patents for cello- 
phane tape finally ran out in 1956 with 
the result that competition and price- 
By the: 


researchers 


reared their heads 
Triple M 
but related moneymakers 

the 


video tape, Thermo- Fax 


cutting 
however had 
some new 


ready [ol sales department 
Among them 
copying machines. Following the basi 
principle of technological diversifica 


McKnight Buetow 


their knowhow 


tion and simpli) 


steered Into newe 
less competitive and, therefore, more 
profitable channels 

This technological diversification 
key to for kin 
company Though not well- 
“srowth” 
National Lead 
Otis Elevator 


its 


the very success this 


ol So 
known as a 
that 
sota Mining are 
that 
well 


in the 
Minne 


shows qa 


company 


sense Ol 


last veal top management 
the 
principle of technological diversifica- 
In 1956, Otis President LeRoy 


Petersen branched out manufac- 


too, had essential 


grasped 
tion 
into 
turing and servicing automatic Bruns- 
wick-Balke-Collender’s pinsetters fo 
alleys On the 


bowling surtace 


FORBES, JANUARY 





pinsetters were a far cry from ele- 
vators and escalators. Technological- 
ly, however, they were not so differ- 
ent; manufacturing, engineering and 
servicing of the two products dove- 
tailed beautifully. Largely as a result 
of a banner year for this big new part 
of its business, Peterson succeeded in 
bucking the recession, boosted Otis’ 
per share earnings 7.5% to about 
$3.85 a share and its return on equity 
to a very smart 17.1 

Technological diversification was 
working for Albert K. Chapman's 
Eastman Kodak Co., too, though in a 
less dramatic The Rochester, 
N.Y.-based king has 
out a vital for itself in 
textile field the 
chemicals plastics 


form 
carved 
the 
processing of 

Not only is 
the company George Eastman founded 


camera 
stake 
and 

and 
a big factor in rayon, but it is one of 
the few able to make any appreciable 
money out of it. It was’ Eastman 
Kodak technology that made acetate 
an essential ingredient in cigarette fil- 
Thus, in Wall Street the 
has earned a unique appella- 
tlon—'a 


ters com- 
pany 


semi-chemi.’ 
No Bananas 


By the token, it lack 
of any dynamic technological diversi- 
fication that helped account for United 
Fruit’s was a bad 
for United Fruit 
had almost nothing else in its corpo- 


Same Was a 


poor showing. It 


yeal bananas and 


rate cupboard. Complained one Uni- 

“This the fifth 
straight year our plantations were hit 
by bad We didn’t even 
uncork programs. What the 
hell would be the use? We didn't have 
the fruit to sell.” Result 


drop to around $2.90 a share, lowest 


fruit executive was 
hurricanes 
our ad 
an earnings 
since 1945 and a dividend cut from 75« 
to 50c quarterly 

United Fruit President 
Redmond could argue, of 
not 


Kenneth H 
course, that 
even good management could 


But 


could 


avert hurricanes technological 


diversification have provided 
United Fruit’s cor- 
Certainly United Fruit 


with $52 million in cash on hand and 


another string to 


porate bow 
no debt, had no shortage of investment 
opportunity in capital-hungry and 
technology-starved Latin America 
the U.S 

with Singe1 Donald P 
who became Singer president 
hard to reverse the 
Kircher has ac- 
deal But the 
show. Buffeted 
by the recession, Singer came through 
1958 13 


its conservatively-stated book value 


or even l 

So, too, 
Kircher, 
in 1958, worked 
company’s decline 
complished a_ great 


results have yet to 


with a return of on 


just 


In one Singer's poor showing 


doubly 


way 
looked 
Street's 


has 
Wall 


men Reason 


inexcusable _ to 


sharper-eyed money- 


few indu 


trial spe- 
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PICKING UNITED FRUIT BANANAS: 


gone with the wind 


cialists are what economists call capi- 
Most of then 
only a 


tal-intensive industries 
need, in other words relative 
small amount of fixed capital to pro- 
duce $1 of chart) Rarely 


sales (see 


is heavy manufacturing nvolved 

There is, it 

in being an industrial specialist 
the 


new product development usually e- 


is true, a good deal of risk 


sidering amount of research 


quired. But the risk does not generally 
the a brick & mortal 


mount ol 


lie in 


A Business Built 
on Know-How 


For the typicol industrial pecoalist 


know-how usuolly counts for more 


fhan brick-and-mortar. So it thot 
each $1 the typical speciolist invests 
in gross plont supports a larger sales 
volume than it would in heavy indu 

United Fruit 
inantly an agricultural operation, and 


AT&l 


try. Exceptions predon 


first and foremost a utility 


al incustrial Spe 
Sales volume (1957 plant 
0 2 8 St SS 8% 
AAA ET IRE. 
a A REE 
RENNER 
Minn Koneywe| as 
Katona! (eat as 
Deere & Co 
Minn Mining & Mtg pe SR bE 
Eastman Kodak 


supported by $1 of gro 


ee Typical Hig! 


Stand. Oil of N/a 
U. S. Stee! 
Union Carbide 


or 


United Fruit 


aTaT 


needed. Once a product begins to 
produce a profit, therefore, it should 
produce a large one 

The trouble with Singer, of 
was that sewing machine 


course 
technology 
exclusive 
though it re- 
net plant to 


ac hine 


long ago ceased being its 
Hence, even 


quired just 18c or so in 


preserve 


produce $1 in sewing n sales 
ere was very little profit in the busi 

there w y little profit the | 

And _ Singe like 


Deere, had most of its capital tied uy 


ness last yea 
in low-profit receivables 
case $406.4 million in wor 
financed $358.6 


less than a one-to-on¢ 


just 


Uninhabited Markets 

There 
Singe. 

find 


knowhow n 


Was no 
failed. It 
new outlets 
equipment mz 
mean the 
the 

that T: 
inhabited 


nately 


ket 


M's 


} 
Ipie 


that has been 
big problems 

Alre 
| 


lengths in the 


well id\ 


ature control 
Honey we i] 
lem of fir 
electror < 
Wishart's 
lion dollar elect 
defense 
field Wishart 
tow s prime 
habited mat 
Office Eq i} 


technology (sec 


two 


te« hnology 


ye? 


p. 31) are 
and 


rent 


two 
ompetit 


economy 


KING into the 
Honevwell 
vrowth ecord la 
new ommor 
capital 
capital 

‘ 


ve-pol 


t 
equity which 
Still, there 
Minneapoli 
equipped Io wha 
And it is axiomatic 
risk Wishart is 


na trial 


Was not 


Hone ywel 


taking 
spec il ' 7 
corporate standpat 
and Singer are te 
that 

Even Oti 
long time 
Deere 


waited ar 
broader 


tor 





industrial tractors and earthmoving 
equipment. Its big, diversified rival 
International Harvester (farm equip- 
ment, steel, industrial equipment and 
trucks) stole a march on Deere in this 
field. So did Allis-Chalmers and, of 
course, Caterpillar Tractor. 

American Express’ sin of omission 
in the field of technology was no less 
glaring—though President Ralph Reed 
has now acted vigorously to correct it. 
American Express, for all its ex- 
perience in travel and banking, al- 
lowed the Diners’ Club to have the 
closely related credit card market all 
to itself for eight years. American Ex- 
press entered the field late last year, 
is now the No. Two contender. But it 
will cost millions of dollars for Ameri- 
can Express to break into a field that 
was once its for the asking. In 
the meantime, Diners’ Club’s Ralph 
Schneider was able to build a $37- 
million business (market value) from 
almost nothing. 


Third Dimension 


Specialized technology, then, used 
shrewdly, can produce a high rate 
of return and a stable one. Bungled 
as in Singer’s case, it can produce 
the opposite effect. But rate of re- 
turn, though a common denomina- 
tor of any kind of business success, 
is not the be-all and the end-all. Even 
stability is hardly an end in itself. 
For a corporation is a living organism, 
not a monument. One leading indus- 
trial specialist executive has put it 
very well. “A company,” says Min- 
neapolis-Honeywell Executive VP Al- 
fred M. Wilson, “could have a con- 
tinued high return on net invested 
equity and still be static.” Wilson 
was talking about the case of a com- 
pany earning a high return but paying 
out all its earnings to stockholders 
But his warning applies equally to 
companies which plow a large part of 
their profits back. For as profits are 
poured back business, the 
equity base The plowback 
must be invested profitably. Other- 


into a 
grows. 


ALUMINIZING 
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AT&T TOLL-DIALING MECHANISM: 
growth, steady and regular 


wise the rate of return will decline— 
even if total profits do not. So Wall 
Street in judging a company looks for 
a third dimension, growth, as well as 
high return and stability. 

Industrial specialist Deere & Co. 
was an excellent illustration of this 
principle at work last year. It earned 
somewhat more on a per share basis 
last year than it did in 1952. Yet 
Deere’s return on equity was lower 
last year than in 1952. 

How could this be so? The answer 
is simple: Deere was using about 26% 
more of stockholders’ capital to gen- 
more in earnings. The 
dollars which President William A 
Hewitt had poured back into the busi- 
were not pulling their 
weight in profits. Recently Deere set 
up its own finance subsidiary to carry 
part of the credit load. 

The this 


Deere’s way of doing business. 


erate just 7.5% 


ness simply 


was basic to 
Most 
of the extra dollars went into Deere’s 
receivables, which from $130 
million to $224 million between 1952- 
57. They were used, in other words, to 
credit of 


reason for 


grew 


finance the 
Deere’s tractors and implements. Such 
financing can be 
finance company which leverages its 
capital with cheap bank money. But 
used as Deere has applied them, to 


purchase on 


profitable for a 


new light for old company 


finance its own credit sales, these dol- 
lars cannot hope to show the kind of 
after-tax return that money used in 
manufacturing can produce. They 
cannot produce real growth. 


Who's Fastest? 


In 1958, there were few doubts as to 
who was the fastest grower. Here, too, 
it was Minnesota Mining. The com- 
pany has boosted sales at a com- 
pounded annual rate of nearly 15% 
This puts it comfortably ahead of Na- 
tional Lead’s 8.4% average annual rate 
of sales growth. Minneapolis-Honey- 
well has, it is true, increased sales al- 
most as fast. But Honeywell, unlike3M, 
did not succeed in keeping per share 
earnings growing apace. Wishart had 
been unable to bring new products 
quickly enough to the payoff stage 

What about American Telephone & 
Telegraph, the granddaddy specialist 
of them all? In its own way, and on its 
own terms, AT&T has been eminently 
successful. But AT&T’s way has not 
been that of the other industrial spe- 
cialists. Two thirds a utility and one 
third a manufacturer, AT&T is an in- 
dustry in itself. But it is also eminent- 
ly the specialist. Everything it does 
centers around the telephone. 

Rather than exceptionally high 
profits or slam-bang growth, AT&T 
has achieved amazing stability of divi- 
dends and earnings. Its growth, if 
slow, has been almost unbelievably 
steady and regular. This has 
achieved against of the most 
perplexing operating and fiscal prob- 
lems in U.S. industry. Not only has 
Frederick R. Kappel had to find 
some $2.5 billion for expansion in a 
period of increasingly tight money, he 
has had to fight for increases 
tight-fisted regulatory com- 
missions in order to get the profits 
with which to attract that money. 

To make certain that equity capital 
would continue to be forthcoming, 
Kappel’s board took a step unprece- 
dented in AT&T’s history. They split 
the stock 3-for-1 and raised the divi- 
dend by 10°,, paving the way for even 
further expansion of AT&T’s family 
of 1.6 million stockholders. 


been 
some 


rate 
against 


Management at a Premium 


But in the end good management is 
more important than such matters as 
stock splits. Especially for companies 
of the specialist breed. Nowhere else is 
good management a. such a premium 
In the end, such a company has little 
to fall back on except its basic know- 
how. When that is lost—or no longer 
pre-eminent—all is lost. And that is 
true whether the skill consists of 
knowing Latin America, dealing with 
dificult rate commissions, . financing 
tractors or keeping tourists happy. 
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BRANDED GOODS 


THE HUCKSTERS 





These companies lived in an everyman’s 
land of sales, slogans and soap operas where 
the consumer was king and “*Brand B” the 


lowest form 


of life. 


For all its perils, 


theirs was a good business to be in last year. 


SEEMS a chap went into his neighbor- 
hood store for a pack of cigarettes 
“What kind?” asked the deale: 

“Dromedaries.” 

“King size or regular?” 

“King.” 

“Filter tip or plain?’ 

“Plain.” 

“Mentholated o1 

“Straight.” 

“Crush-proof box or soft pack?” 

“Never mind,” sighed the smoker, 
“I think I just kicked the habit.” 

As every smoker knows, there may 
be more truth than jest in the story 
But it point up the extent to 
which branded goods producers 


straight?” 


does 
even 
in recessive 1958—continued to capi- 
the U.S un- 
quenchable thirst for something new 

It had to be new, but it had to be 
known as well. And there rested the 
fundamental fiscal fact of life for the 
manufacturers of branded goods last 


talize on consumer's 


year. To get your brand known, you 
had to pour out the advertising dol- 
lars. So much so that seven of Forses’ 
13 branded goods companies actually 
spent more in advertising than they 
made in profits 

By heavy standards, the 
13. branded manufacturers 
may indeed be lightweights. To rake 
.in their $8 billion in sales, $456.6 mil- 
net in 1957, Forges’ 13 
quired a combined plant investment 
of just $1.8 billion. But their ad 
budgets alone would jolt many a 
bigtime industrialist. Estimated grand 
total: $520 million 

Procter & Gamble spent more to 
garner its $1.3-billion sales than GE 
did to rake in $4.3 billion. Gillette 
lavished more advertising dollars on 
its $195-million volume than du Pont 
did on its $2 billion 

It all 
business to 
in bricks & 


something tangible: 


industry 
goods 


lion in re- 


tricky sort of 
Money 


at least produces 


made for a 
handle 
mortal 


invested 
a factory 
ways be sold if it doesn’t pay off for 
But a dollar 


spent for.advertising is simply money 


can al- 


its original purpose 
down the drain if the product fails to 
catch on with the public 

Thus a branded goods producer has 
to have a highly developed sense of 
Spend too much on ad- 
vertising and you cut into net profits. 
Spend too little and you cut into sales 


proportion 
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In dealing directly with the con- 
sumer, the branded goods makers en- 
joyed a kind of intimacy 
that the 


could neve 


with their 
and 
And 
who kept on buy- 
the 


manutacturers 


customers steels, oils 


chemicals have 
since the consumer, 
ing, was “the hero” of 
the branded goods 
could hardly help but 
fits. Reap them they 
per share 


recession, 


reap the bene- 
did. Estimated 
earnings of these 13 
branded. goods makers rose 9.8 on 
1958—a which 
earnings on the Dow-Jones industrial 
shares fell some 23.4 


average for yeal in 


Five on a Match 


To 


heroes of all 


however, the biggest 
the 


top cigarette producers 


investors, 


were nation’s five 
Apparently, 
knew of a 
the 


surprising jump in 


about all they recession 


was what they read in 
that and a 
sumption of pipe and roll-your-own 
For them had 


been bette 


papers 
con- 
tobaccos business 
never 
U.S. De- 
predicted 
“Cigarette output this year should hit 
457 billion—15 billion 
1957.” Sheer sales 
the third quarter closed a survey by 
Manhattan's First National City Bank 
the 
try’s aggregate third-quarter 


Toward year’s end, the 
partment of Agriculture 
a record 
than in 


more 


aside, as 


also showed that tobacco indus- 
profits 
the 


othe: 


registered a greate: 


1957 


gain 
than 


ovel 
same period in 
industry except the rails 
Yet for all their huffing & puffing, 
the five top tobacconists did not nec- 


any 
rallying 


essarily deliver the best performances 
among the big branded goods produc- 
ers. Except for the recently wallop- 
ing earnings jump of Johnny-come- 
lately Lorillard, none of the cigarette 
companies figure first in any of 
Forses’ performance yardsticks 
p. 74) 

Not that 


as American 


(see 
such well-run contenders 
Tobacco 
up & coming Lorillard have not done 
decently by But 
can avoid judging them 


Reynolds and 
their shareholders 
no investo! 
by their 
vested 


respective returns on iIn- 
the gauge that 
most branded goods Goliaths agree is 


capital one 
a fair measure of managerial success, 
regardless of product mix. American 
averaged 12.3 the 
years, Reynolds 15.7% (tops 


ove! past five 


among 


the tobaccos) and Lorillard 9.2 
These profit rates were a far cry from 
Home 
27°. and a long hoot & holler from the 
43.3c that well-honed Gillette brings 
home on every $100 of invested equity 

Still, the best of the tobaccos showed 
that able 
agement can be a boon to a boom. In 
the the 
was the stupefying rise of the filter, 
which 


diverse American Products’ 


good judgment by man- 


case of cigarettes, the boom 


from almost nothing a scant 
seven years ago, has since come on to 
command about 50°, of total cigarette 
The filter 
(which sells at a premium price and 
actually takes 17 
smokes) 
single spur to cigarette sales since the 
invention of George Washington Hill 

So it was not a little significant that 
the the best-selling 
filters in 1958 had the most eye-catch- 


ing profit 


sales moneymaking 


less tobacco than 


regular was the biggest 


companies with 
statements, and just a little 
ironic that the biggest filter of all be- 
longed to Bowman Gray's R. J 
olds, the nation’s 
front-running (Camel) 
mentholated (Salem) smokes as 


Reyn- 


which also has 


regula! and 
well 
For that alone, Gray's Reynolds rated 
a top spot on tobaccodom’'s totem pole 
but that not all. Its 


to managerial fame: in 


was main claim 


almost every 
measure ol 


management it out- 


classed every other tobacco, includ 
ing arch rival American 

That Paul Hahn's American Tobac- 
Reynolds 


matter 


co stood somewhat in rival 


shadow, however, was more a 
of marketing judgment than financial 


For while Ame 


some $102 mi 


acumen ican was 


(by llion in as 
sets) and easily outdistanced the 
ol the the 
smokes (with its lucrative 
the fact that 
has been something 
tered hit 
difference 

Reynolds, on the other 


bigge 
rest 

king-s ize 
Pall Mall) 
Hit Parade 
than a fil- 
ade all the 


industry in 


American s 
leas 
has thus far n 
hand, 


one of the first firms to crash the filter 


was 


game, and by eschewing strategy for 
good, old-fashioned line-bucking, has 
the field. It was the 


reason why Reynolds’ 


been sw eeping 


biggest single 














COMPANY 


Ay 


PRM TR. BE 
ener t ee. . 





Amer. Tobacco 
Procter & Gambie 
R. J. Reynolds 
Liggett & Myers 


15.1 
declined 5.9 
General Foods 76 13.8 
Colgate-Palmolive 15.6 18.3 
Philip Morris 5.4 8.0 
Campbell Soup 8.9 11.7 
Coca-Cola 3.9 3.4 
Standard Brands 6.0 11.1 
P. Lorillard 6.5 14.9 
Amer. Home Prod. 13.5 24.6 
Gillette 10.1 12.6 


*1958 Fiscal Year 


operating profit margins have swelled 
from 18% in 1948 to 26% in 1957, the 
heftiest margin gain of any branded 
goods company except American Home 
Products, whose margin leaped from 
12.2% to 24.3% and Colgate-Palm- 
olive’s which rose from 4.5% to 9.9% 


Accent on Kent 


Suddenly in 1958, however, both 
Reynolds and American found them- 
selves looking over their shoulders at 
the frightening aspect of P. Lorillard, 
the darkest horse ever to break into 
the In 1957, by virtue of a 
stunning success with its Reader's Di- 
gest-touted, Micronite-filtered Kent, 
Lorillard had the Cinde- 
rella comeback of the year, its stock 
the darling of Wall Street. The big 
question last year was: Could Loril- 
lard keep up the pace? With earnings 
expected to hit $7.50 a share, about 
double the 1957 the 
would appear to be an unqualified 
But for Lorillard, there were still 
a number of qualifications 

The big one was that while Bud 
Gruber’s Lorillard racked up the most 


money. 


been 


record, answer 


ves. 


imposing gain in per share earnings 
of any branded goods firm, the com- 
pany still smacked of being a flash- 
in-the-pan Over the 
past five years, Lorillard’s 9.2% re- 
turn on invested capital, for all of 
1958’s eye-opening push, was the low- 
est of all branded goods companies. 
It has yet to prove it can hold the 
ground it so brilliantly gained. Com- 
pounding Lorillard’s problem is that 
in November it plunked 365,000 ad- 
ditional shares on the market. Ob- 
ject: to provide funds for reduction 
of short-term debt. Danger: more 
shares will mean more sharers and 


phenomenon 


74 


12.3% 


14.6 
15.6 
10.0 
15.8 
11.1 
10.0 
15.7 12.8 
19.6 15.8 
14.4 9.7 
11.0 9.2 
30.2 27.0 
46.9 43.3 


11.8 


10.5 


all things being equal, could make for 
dilution of earnings 

If nothing Lorillard’s 1958 
romp gave pause to the two tobaccos 
which have failed to keep up with the 
rest of the pack. In the face of climb- 
ing cigarette sales, Ben Few’s Liggett 
& Myers had actually shown a sales 
decline of a surprising $22.4 million in 
the first 1958. What 
was was that 
increased 


else, 


nine months of 
encouraging, however, 
nine-month earnings had 
As for Joseph Cullman III's Philip 
Morris, the nine 
months but earnings increased only 
slightly 

The Big Five cigarette companies at 
had relatively new 
going for them in filters. But the two 
top U.S. soap companies had really 
nothing sell the consumer 
than the same old soap. Richard Deu- 
pree’s Procter & Gamble and Edward 
Herman Little’s Colgate-Palmolive 
sold more of it than ever before 

That should 
in a which the 
spent more open-handedly than eve1 


sales were up for 


least something 


more to 


was as it have been 


year in consume} 
before. Yet in 1958 the most surprising 
aspect of the traditional P&G-Colgate 
rivalry was the strong showing made 
by Little’s longtime Col- 
gate. Though for 
P&G's moneymaking Col- 
gate was a much-improved company 
At projected earnings of $7.90 a share 
last year, Colgate earned about 11.3c 
on every dollar of its equity capital 
vs. the already reported 14.4% run up 
by P&G in its latest fiscal year. But 
in sales growth since 1952, Colgate’s 
surge (106.3%) was best of all branded 
goods firms. 

The big equalizer, of course, was 
that Colgate came from a much lower 


sluggish 
match 
p! owess, 


never any 


" 3.3% 
14.4* 6.6* 
20.0 12.6 

10.9 3.7 

17.7 5.9 23.7 
11.3 9.0 25.0 
11.7 7.0 93 
12.3* 4.2* 12.7 
15.4 1.1 8.5 
11.9 9.4 21.8 
28.1 78.1 47.3 
39.9 12.9 60.8 
35.3 —).7 24.3 


13.0% 
20.4 
29.5 
26.8 


P&G, and 
swelled its total figures across 
board by consolidating (two 
ago) the figures from its considerable 
The fact was Col- 
gate ran a much smarter ship abroad 
(where it earned 20% on 
vestment) than in its own domestic 
backyard (where it netted only 5.7%) 
In addition, Colgate depends upon 
soap products to contribute about 
50%. of annual while P&G, 
which has diversified into everything 
from peanut butter to pulp & paper 
processing, now gets fully one third 
of its U.S. volume from other than 
soaps and toiletries ; 

It was also clear that P&G was get- 
ting. more mileage from its advertis- 
ing dollars (see chart, p. 75). Probable 
reason: as second best seller in most 
U.S. markets, Colgate had to adver- 
tise just as hard as P&G but had few- 
er sales dollars to spread its advertis- 
ing budget over. Thus for U.S 
of $1 billion in 1957, P&G 
estimated $110 million on advertising 
Colgate grossed $268.7 million in do- 
spent $64 million. Had 
Colgate been able to get as much out 
of its advertising dollar as P&G, thei: 
respective returns on capital probably 


has 
the 
years 


base than indeed 


business overseas. 


its net in- 


volume, 


sales 


spent an 


mestic sales, 


would have been very much closer 
The Menu Makers 
Three 


with the consumer's good healthy ap- 
petite than with his clean and shining 
were Charles Mortimer’s Gen- 
eral Foods, Joel Mitchell’s Standard 
Brands and William Beverly (“Bev”) 
Murphy’s Campbell Soup. Togethe 
they could serve up a complete meal 
ranging all the way from Campbell’s 
soup to Standard’s salted nuts. There 


companies more concerned 


face 
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was no question, however, but that 
Mortimer’s General Foods set the 
more tempting table for its stockhold- 
ers. Its estimated 1958 return on 
equity, at 17.7%, easily beat Camp- 
bell’s 12.3% for fiscal 1958, and Stand- 
ard Brands’ estimated 11.9%. 

Crashing into the billion-dollar 
sales club last year, General Foods 
showed, too, that coffee (Maxwell 
House, Sanka), while still a big factor 
in its fortunes, now accounts for only 
35°, of sales vs. 40% the year be- 
fore. Meanwhile such profitmakers 
as frozen foods (15°) and a line of 
Gourmet Foods have more than taken 
up coffee’s slack. 

One key to General Foods’ suc- 
cess: its nimble advertising strategy 
Whereas Standard Brands spent just 
43c on advertising for every sales 
dollar and Campbell but 4.4c, General 
Foods spent a big 8.6c. That General 
Foods’ advertising was paying off was 
obvious from its fast rate of sales 
growth (see yardstick). Yet its heavy 
advertising outlays were not penaliz- 
ing earnings as they apparently were 
in Colgate’s case. 

On the food industry’s table, Camp- 
bell was, something of a 
puzzle. Its sales grew at a more rapid 
clip than both General and Standard, 
and its operating profit margin of 
25.3°) last year, while down slightly 
since 1952, was still a bowlful better 
than even General Foods’ 11.4%. But 
Campbell was no match for GF in 
earning earnings growth 
(see yardstick). One reason: much 
of Campbell's sales growth has been 
through merger and this has resulted 
in a thinning down of stockholders’ 
equity 


however, 


power or 


The Little Things 


Of all the branded goods companies, 
few have made so much of so little as 
Carl Joyce Gilbert's Gillette Co. and 
William Edward Coca- 
Cola. Backed by scads of advertising 
dollars, Gillette's and Coke's 
coke, ostensibly two of the cheapest 


Robinson's 
blades 


products ever sold, were nevertheless 
among the most powerful pillars on 
which two companies have ever stood 

That Gilbert's Gillette earned 
an average 43.3c on dollar of 
its book value since 1953 vs. a some- 
what flat 15.9c for Coke, is mainly due 
to Gillette’s galloping diversification 


has 
every 


its dependence on 
(Paper-Mate) and 

Robinson's Coke, 
steadfastly stuck by its 
72-year-old meal ticket in the famil- 
iar green bottle. Only late last year 
did Coke take its first unsteady steps 
toward diversification with a cautious 
market testing of a new fruit-fla- 
vored drink called Fanta 


Yet while all Coke had to 


drive away from 
blades and 


permanents (Toni) 
meanwhile, 


pens 


worry 


FORBES, JANUARY 1, 1959 


about were such hardy competitors 
as Pepsi-Cola and Canada Dry, Gil- 
lette’s problem was far more devas- 
tating—-women! When Gillette re- 
ported a 2.9% drop in sales and a 
17.8% tumble in profits year before 
last, it made no bones about who was 
to blame: Toni’s female 
“Take a look at the next 
you see,’ challenged new 
President R. Boone Gross 
wave that 
now 


customers 
100 women 
Gillette 
“The home 
used to last three months 
lasts 50°, longer.” 

With Toni chipping in roughly one 
third of Gillette’s profits, the effect 
was plain. Yet Gillette insisted it was 
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ee 


the whole 


have 


“pretty relaxed” about 


thing and professed to “more 
tam- 
But at last 
year's first half, Gillette's profits had 


nevertheless 


plans than Carter has pills” fo: 
ing its shewish customers 


slipped a_hair-curling 
5.6 below the same pe! iod in the 
year before 


The 


Gillette's usually 


women are one reason why 
razor-sharp return 
on book value slipped to an estimated 
35.3°. last 
average and why per share earnings 
have grown only 88.7% as fast as total 
net (undiluted Coke’s per 


has actually grown 11.3% 


year from its five-year 


share net 
than 
its gain in net income for the biggest 


faste 


rate of growth among the top branded 
goods firms) 


The Quiet Company 


It was fitting, however, that in 1958 
the best branded goods 
company was one that was once urged 
by a stockholder to change its name 
Home Profits. Its real 
American Home Products. In 
American Home 
belong 


performing 


to American 
name 
Products 
the 
Al- 


comes 


one sense 


does not even among 
branded goods 
half of its 
the 


ethical drugs 


manufacturers 


most sales volume 


from manufacture and sale of 
But as a sales-minded company in 
the best sense of the word, American 


Home 


in the 


Products most nearly Belongs 
the the 


great logistical game of moving goods 


ranks of experts in 


to the ultimate consumer. It is simi- 
lar to the branded goods makers, too 
in its but 
advertising. According to 

AHP second 
Colgate and Gillette in 
spending per dollar of sales. And like 
Gillette, but unlike AHP has 
turned its heavy ad outlays to profit- 


able 


American 


use ol 
Advertis- 
only to 


lavish sure-footed 


ing Age, was 


its advertising 
Colgate 


use 

Home 
complex 
different 
product mix that is nothing short of 


Products is a cor- 


porate embracing over 85 


companies. It puts out a 
a hodge-podge of over 6,000 different 
items, from germicides to insecticides 


cosmetics to dentrifices, polishes to 
pizza pies 

Unde 
Brush 


the 


Chairman Alvin 
Home Products is 
U.S 
making announcements 
the But 

had one thing that no othe: 


George 
American 


quiet company of industry, 


rarely neve! 


pursuing press American 


branded 
goods company could mat h last veal 


an uncanny touch for turning profits 


Having averaged a return on in- 


vested capital of 27 since 1953 


American last year turned in an even 


more sparkling return of almost 40 


a fantastic rate of return, not only 


among branded goods, but in all U.S 
industry 


American s recipe for tunning 


growth: each of its products must be 


Another 


Laboratories, 


a moneymaker or out 


ingredient its W 


it goes 
yveth 


one of the most highly regarded 


ethical drug houses in the industry 


whose products range from antibiotics 


Wveth. in tact, 
elling happy pill of 


to tranquilizers 
out the No. One 
all: Equanil 
When he was 
Home P 
toot its own 
Brush 


something 


turns 


asked 


roducts does 


why 
noth- 
horn 


once 
American 
ing to corporate 
eplied If 
well, why 
If not, why 
yourself?” In 


Chairman you 


have working 
slap yourself on the back” 
make a damn fool of 
1959, Brush’'s 


one well 


philosophy would be 


worth remembering by all 


businessmen everywhere 





AIRCRAFT 


WHO KILLED COCK ROBIN? 


As never before, it takes money to make mon- 
ey in the airframe producing business. For 
though faster changing technology and weap- 
ons strategy have upped the risks, a larger 
share of the stakes are the planemakers’ own. 


Ir used to be that building airframes 
was a very tidy business. Not every 
pigeon sent aloft as a new design came 
home to roost in the form of orders 
But when one did, it generally brought 
a flock of them—enough business to 
last for a long time. On every pro- 
duction bird so lofted, to be sure, the 
But 
the volume was big and the invest- 
ment relatively small. So the plane- 
makers could look forward to a very 
indeed on their equity 


profit margin was rather thin 


nice return 
capital. 
Then killed cock 
To stay in the running, the plane- 
makers had to invent a whole new 
technology of guided and ballistic mis- 


siles 


someone robin 


The obsolescence rate of piloted 
planes suddenly picked up speed, and 
the planemakers’ ingenuity and the 
risks they bore had to keep pace with 
it. And to make things tougher, by 
Pentagon fiat they had to put more 
of their own capital on the line to 

What with 
development 
work needed to keep up with the new 
technology, that meant that more than 


finance work in progress 


the bigger outlays for 


ever before every problem boiled 


down to one question: Where are we 


going to get the money? 


Down to Earth 


“From having read the press,” wry- 
ly observed Lockheed’s Chairman 
Robert E. Gross early last year, “any- 
one would think that we were going 
to step off the earth the next day and 
establish some beachhead in 
the sky.” That was not the way it 
looked in the executive offices and fac- 
tories where aerial weapons are con- 
ceived and built. As a practical thing, 
the space age had not arrived. Warned 
North American Aviation’s Chairman 
James H. (“Dutch”) Kindelberger: 
“The big danger in all the 
space excitement 


sort of 


current 
is that we may be 
inclined to neglect the equally amaz- 
ing military that are 
occurring down in the air space with 
which we are familiar. I feel 
quite certain that our national secur- 
ity, at least for the next 20 years, will 
depend more upon the capabilities of 
our manned aircraft, complemented 
and aided by missiles, than upon any- 
thing that will be happening during 
that period in outer space.” 


developments 


most 


Thus, although a govud-sized 
ment of the citizenry, and some Wall 
Streeters as well, seem to have gotten 
the impression that electronic 
puters and inertial guidance systems 
were about to take aerial 
weaponry, the planemakers knew 
better. More grinding business was 
keeping up with the rigors of comve- 
tition at far rarefied altitudes. 
And they are not slight. From the 
beginning of development to first de- 
livery, a major weapons system may 


seg- 


com- 


over all 


less 


evolve over as few as five years, or as 
many as eight. 

Put that is where the 
and where it is likely to be for some 
time. To be sure, the Defense De- 
partment’s spending on missiles is 
rising fast and may well hit $3.4 bil- 
1959—nearly a five-fold 
increase in just four short years. This, 
however, will still be just half the total 
outlays for manned aircraft. On a 
realistic estimate of the possible, top 
that piloted 
planes will very likely account for at 


money is 


lion in fiscal 


military planners say 


McDONNELL ASSEMBLY LINE: 


a new technology 


least 60°. of the nation’s deterrent 
force for many years to come. 

This does not mean that any mili- 
tary planemaker can afford to neglect 
missiles—far from it. But the missile 
age alone is unlikely to be a sufficient 
context for any airframe builder. Each 
must widen his competence, and bal- 
ance his stake, in each field. In vary- 
ing degrees, that is exactly what the 
Big Eight airframe producers are try- 
ing to do. Significantly, each is making 
both piloted planes and missiles. But 
there are some clear examples of im- 
balance. Republic Aviation, for ex- 
ample, is just getting started in mis- 
siles, while Northrop is very nearly 
out of manned aircraft production 


Cherchez la Buck 


To keep one foot solidly planted in 
each of these two worlds, and at the 
same time stay competitive in research 
and development, the airframe pro- 
ducers have needed money, and plenty 
of it. To exacerbate the money prob- 
lem, the Defense Department has 
lately been demanding that they do 
more of their own financing. Over- 
all, the defense budget, up from $39.1 
billion in 1958 to about $40.8 
billion this fiscal year, is fast rising 


fiscal 


But there is less money to go around, 
and both the Air Force and the Navy 
have had to reduce progress payments 
to their suppliers 

this 
dox is that military development, ‘as 


The simple reason for para- 
it becomes more complex, is becoming 
crushingly Measured in 
weight, the 
aircraft has 
average $10 per pound during World 
War II to $50 per pound on current 


expensive 


terms of sheer cost of 


manned risen from an 


deliveries. No ceiling is yet in sight 
Predicts Assistant Secretary of De- 
fense Wilfred J. McNeil: “The cost of 
developing ballistic missiles to an op- 
erational state will probably be a good 
deal more than double the cost of de- 
veloping the first atomic bomb.” 
Faced with 
sures, the airframe have 
been recently trekking to. Wall Street 
with open Orval R. Cook, 
president of the Aircraft Industries 
Association of America, calculates that 
in the seven years ended in 1957 the 


such inexorable pres- 


producers 


hands 


15 major aircraft firms increased their 
level of debt from $25 million to $563 
million, o1 23-fold. “We 


tainly,” says he, “are approaching the 


about cer- 


limit of our borrowing capacity.” 


Time Remembered 


What really galls the’ planemakers 
in all this, however, is not 


so much 
the Defense Department's close-to- 
vest financing as its use of renegotia- 
tion procedures to recapture “excess- 
ive” profits from previous years. The 
impact of renegotiated profits on cur- 
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YARDSTICKS OF PERFORMANCE 








COMPANY 


§-Yr. Av. |Est.1958\_ 





Boeing 
Lockheed 
Douglas 

North American 
McDonnell 27.0 
Chance Vought 6.9+ 
Northrop 6.8 
Republic declined 
*1958 Fiscal Year 


1.6+ 
19.0 


Latest three years 


rent earnings, however, is indirect 
Generally, when an aircraft company 
is declared to have had “excess” 
profit in a prior year, the company 
charges this amount to its earnings 
reserve and not to current net profit 
Yet this is not without its effect on 
common shareholders. For, in some 
measure, it decreases book value per 
share and very likely creates ad- 
ditional borrowing pressures and 
larger interest charges. 

The havoc renegotiation can wreak 
on a planemaker’s finances is evi- 
denced most dramatically by a recent 
decision against North American Avi- 
ation. Early last year the renegotia- 
tion board filed an assessment of 
$5.5 million after taxes on North 
American's 1954 profits. This repre- 
sented nearly 25° of the $22.2 million 
the company earned that year and 
more than 43°; of the $12.7 million in 
earnings it retained after dividends 
Aghast at this attrition, Dutch Kin- 
delberger has carried the case to 
court, but-his troubles have just be- 
gun. For he must still worry about 
1955, 1956 and 1957—periods in which 
North American reported even great- 
er net profits than in 1954. 

Probably no the in- 
dustry has fought renegotiation more 
relentlessly than has Boeing's Presi- 
dent William M. Allen, who is cur- 
rently battling in Tax Court to stave 
off payment of $9.6 million after taxes 
reclaimed 


executive in 


from profits earned from 
1954. “One of the in- 
losses renegotiation in- 
says he, “is that it confiscates 
earnings which otherwise would have 
been available for privately-financed 
research and development 
facilities which reduce the 
bringing 
operation +3 


1952 through 
calculable 
volves,” 


and for 
time and 
weapons into 


cost of new 


The Civilian Dollar 
But when Boeing’s Allen came to 
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declined+ 12 
12.5 
declined declined 


20.5% 
10.1 
13.3 
19.4 


21.4 


18.7 
21.9 
23.2 


22.8 


28.6 
32.7 


20.4 
21:1 28.0 


24.9 


24.6 


**Latest four years 


Wall Street in midyear to borrow 
$70.6 million through two classes of 
debentures, it was not entirely the 
fiscal pinch in his military business 
that brought him. Necessarily, Boeing 
Airplane was building up inventories 
toward production of large numbers 
of the sleek 707 commercial jet trans- 
ports 

The 707, which Pan American 
World Airways put into foreign serv- 
ice last October and which American 
Airlines will bring to domestic skies 
this month, had proved to be a con- 
siderably more costly craft to get air- 
borne than Allen had envisaged. Much 
of the development 
written off against current 
earnings, $22 million of it in 
last year’s first three quarters alone 
But Allen production 
money, and it is a measure of the new 
financial the industry 
that he had to issue debt securities to 
get it 

In the case of Douglas Aircraft and 
Lockheed, both of 
major builders of 
the situation much the 
but with Unlike 
Boeing’s Allen, who got a head start 
in developing the 707 jet transport by 
being able to adapt it from a military 
jet tanker design, Douglas Aircraft’s 
Donald W. Douglas had to start from 
his DC-8 jetliner, and 
it has cost a pretty penny 


cost has been 
Boeing's 
some 


also needed 


pressures on 


which are also 


commerical trans- 
ports, was 


same variations 


scratch with 
Research and development expend- 
the Douglas DC-8, 
is scheduled to make its debut 
fall on United Air Lines’ routes, have 
$129 1951, 
most of the expenditure coming in 
the But 
the only source of stress on Douglas’ 
In the 18 months ended last 
September, the big planemaker also 
plowed $17.5 million into DC-8 in- 
ventories 

Lockheed’s Electra turboprop, now 


itures on which 


next 


cost nearly million since 


past two years this is not 


finances 


24.6% 


1+ — 19.9°* 


21.3% 
15.9 

110 

14.5* 
22.2° 
26.5 38.5 
19.3° 15.0° 
8.5 28.8 


10.2° 
10.3* 


being flown by Eastern Air Lines, was 
a less expensive project than either 
of the jets, but still a costly propo- 
sition. From 1955 threugh last August, 
when the Electra certificated, 
Lockheed’s Gross sank $50.2 million 
into research and development on his 
new turboprop 


was 


Despite a sharp gain 
during the 
served to Lock- 
surprisingly, 
neither of 


in sales these years 


write-offs depress 


Not 
Douglas 


heed’s earnings 
Lockheed and 

which had a penny of funded debt in 
1954, today have aggregate 
ings of $58.1 million and $87.9 million 


borrow- 


-respec tively 


Off the Assembly Line 


This year will see the beginning of 
the big payoff from jets and turbo- 
props, the first beneficiaries of which 
will be Boeing and Lockheed. During 
calendar 1959, Boeing's Bill Allen will 
deliver 78 707s. Since 
priced at $5 million, this would mean 
some $390 million in new 
or the 
Boeing's entire 1957 
Lockheed’s Gross will be 
106 Electras at $2.5 million apiece for 
a total take of $265 million—32.8 his 
Thus 


cutbar k or 


each 707 1S 
revenues 

fourth of 
Meanwhile 
delivering 


equivalent of one 


ale s 


unless 
stretch- 


tol both o! 


planemaker’s 1957 sales 
extreme military 
these 


outs occur, earnings 


companies seem likely to soar during 


the year to come 

Douglas’ DC-8 much 
later delivery than the 707 and Electra 
will not really make its influence fully 
felt until 1960. This year 
be delivered, producins 
$100 


cheduled fo 


only 20 will 
only about 
Since the last 
of the company’s piston-engine trans- 


million in sales 


ports has already been delivered, 
Douglas may well be in for some dark 
days this year Admits President 
Donald W. Douglas Jr.: “Except for 
delivery of about six DC-8s 


and 


five o1 


next spring for route survey 


training purposes, our profits from 


7) 





the sale of commercial aircraft will 


be practically nil until next fall.” 
Cutbacks & Chaos 


While the historic changeover from 
prop to jet has been the primary de- 
terminant of earnings trends among 
the three major diversified aircraft 
firms, it has been anything but the 
whole story. Year-in and year-out, 
all of the eight largest planemakers 
obtain the bulk of thei 
military contracts. When, for instance, 
Douglas reported its net profit down 
33% to $16.5 million in the 
months ended August 31, a good part 
of the setback stemmed from the mid- 
1957 cancellation of its C-132 trans- 
port program and stretchouts in othe: 


sales from 


nine 


projects 

In this respect, Lockheed and Boe- 
ing fared better. In the three 
quarters, Lockheed’s net was up 17.6' 
(to $13.3 million), Boeing’s 13.5%, (to 
Contributing to Lock- 
heed’s gain were smaller write-offs on 
the Electra 
from the submarine-borne Polaris bal- 


first 


$27.3 million) 


and increasing volume 
listic missile and the Sentry reconnais- 
For Boeing, the 


from 


sance satellite projects 
boost derived mainly increased 
its B-52G 
KC-135 
the 


intercontinental 
tanker 
Bomare 


orders for 
bomber, its running 


mate, and iir-defense 
missile 
For the five remaining planemakers 
contracts are 
and 1957's 
1958, new 


new 


in the group, military 


just about everything, 


economy wave hit hard. In 


military orders gave several a 
lease on life, but it was a mixed show 
ing, and sheer size was no criterion of 


tortune 
Changing Fortunes 


buffeted 


American 


One of the 
Los Angeles’ North 
lost 


That the damage was con 


sorest was 
Avia- 
tion, which several big cutback 
decisions 
tained without more serious damage 
tribute to Kindelberger’s 


sight in plunging North American ear- 


is a fore- 
ly into such wares as rocket engines, 
electronic controls, guidance systems 
and missiles 

North American, which was already 
building the power plants for three of 
the U.S.’ six ballistic 
has fallen what is 
ably the 


contracts 


majo missiles 


heir to prob 


most promising group ofl 


awarded any planemake1 
It got the nod 
to build the Hound Dog air-to-surface 
the long-range F-108 inte 

ceptor and the B-70 Valkyrie, a super- 
that 


logical 


in the past few years 
missile, 
intercontinental bombe) 


ticket as the 
successor to Boeing’s B-52 series. So 


sonic 
many airmen 
far, of course, all this has been large 

ly research and development work, 
but it augurs well for North American 
in the early 1960s 


North American’s hard luck was 
neighboring Northrop Corp.’s good 
fortune. The decision that cancelled 
North American’s Navaho bolstered 
Northrop’s more combat-ready Snark. 
It was a big payoff for Northrop, never 
a very potent factor 
craft and electronics to- 
gether account for about 60 of 
current orders). As a result, Presi- 
dent Whitley C. Collins’ 23°, gain in 
net profit (to $6.8 million) in the year 
ended July 31, was a rare showing by 
any standard in difficult 1958 

But Northrop’s outlook is hazy in- 
deed. For while operational, the Snark 
the 
such intercontinental ballistic missiles 


Atlas or Martin 


in military air- 
(missiles 


is simply not in same class with 


as General Dynamics 


Backlog (in months of sales) 


TOMORROW'S SALES 





Four companies not merely have the 
equivalent of 17 months or more of soles 
in backlog, but their order books were 
growing at fast report. The other four, 
with under 17 months of backlogged 
work, have meanwhile seen their order 


a as 








Increase during 


pas! year * 


Decline during ] 
past year aa i 


Co.'s Titan, both of 
oping very fast. Complains Northrop’s 
Collins: “The 


have been placed for our Snark has 


' , , 
whict ire devel- 


rate at wnicl orders 


been disappointingly 
Dogfight 


Of the 


makers, all of which get most 


three emaining 
yf their 
sales from the building of fight il 
craft L.I.’s Republic 
Aviation suffered the most seve 

back as a 
1957 economy program. The situation 
in Dallas, where Chance Vought Ai: 
craft turns out supersonic fighters and 
missiles for the Nav: the 
Chance Vought's and 
earnings, climbing steadily since 1956 
The third 
Louis Mc 
Donnell Aircraft, gained some altitude 


Farminedale 


result of the Pentagon 


Was quite 
reverse sales 
were virtually unaffected 
member of this group, St 


and was currently flying a rather level 


course. “If you plan to do business 
with the military,” observes Republic’s 
Mundy Peale wryly, “you need sev- 
eral basic requirements. Not the least 
of these are patience and a sense of 
humor.” 

Most spectacular showing last year 
was Chance Vought’s President 
Frederick Detweiler snared some $400 
million his F8U fighte: 
series and Regulus II missile, boosted 
nine-month net 94.6°, to $7.2 million 

Peale is counting on the start of 
volume production of Republic’s F-105 
to boost his company’s fortunes 


in orders for 


« and 
is spending $35 million for a belated 
plunge into missiles and spacecraft. At 
McDonnell, big orders for its F-101B 
Air Force fighter and its F3H 
Navy fighter family have kept it fly- 
ing high, 


series 


but ‘much of this business 
may be lost within the next two years 
McDonnell's one big hope is that its 
new F4H-1 twin-jet attack fighter will 
prevail over Chance Vought’s F8U-3 
in competitive 
ducted by the Admits 
McDonnell’s Fred 


“It's a real neck-and-neck race 


tests 
Nav \ 


rival 


now being con- 
James 
VDetw eile: 


Build-up at Boeing 
Bill 


palm for 
not only 


By all odds it was Boeing's 
Allen the 


smart management last vear, 


who deserved 


because of the continuing success of 
and in- 
but be- 


Allen has done a phenomenal 


Boeing's B-52 bomber series 
troduction of its 707 jet line: 
cause 
job in preparing his company for the 
future 
Although 
eted B-70 con 
tract to North American last year, he 
did win the 


Allen 


Superson 


lost the much cov- 


bombe1 
right to assemble the 
Minuteman solid-fuel intercontinental 
missile, potentially a very 
Allen 


two competitive 


big piece ot 


business indeed also’ snared 


one of team leader- 


ships to design the much-publicized 
In addition 
Bos - 
Boe- 


facto 


Dyna-Soar space glide 


large new contracts rolled in for 


ing’s Bomarc air-defense missile 
ng had 
in the 


short 


clearly becon a ke 
missile market i very 
time 

Today, with fewe 


short th 


types 
and productior 
planemake1 ‘ main at 
important military supplie s litth 
but 


choice to improve n 


competence as Boeing has 


Aller 


“anything like 


we are to develop.” 
seled nis staff 
f 


ume of business that we have 


+} 


he past, we must develop many mort 


sources of business than we have beer 


Yet we 


accustomed to must do so 

without any 

out yme.” 
But ce 

added 


plat € make ! 


Allen 


been something 


tainty 
has nevet 
could 


count on 
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PEOPLE-SIZE CAR! 


‘59 DESOTO reverses the trend 


New Cars are ting lowe ind lower — 


So—leading the way again—De Soto re 
People-size headroom in the new De 
straight—even wearing a hat 

Peoplie-size legroom Icts you stretch out — e\ 


long and lanky. Inches more room than other cars 


People-size doors alt higher and wide De Soto’s new 
PEOPLE-SIZE PRICES 


you In and out in one easy motion ay we D 


Sports Swivel Seats swing 


See the fashion leader of the vear at vour De Soto dealer's 


todav. More n able than anv other °59 car—it’s your size. The smart way to go places... DE SOTO 











Coffee Break... 


And they can really use it. They're law and taxes. investment manage- York Stock Exchange examination for 
part of Class 44 currently taking the ment and security analysis. Course 
toughest course we know about in the after course, test after test in some- term. 
securities business the eight-month thing like 26 subjects—all taught by B . — 

~e Sut that’s not their final exam by a 
training program to become an ac- Merrill Lynch managers and depart- ; 


a solid 97% average al the end of the 


3 ; long shot. 
count executive at Merrill Lynch. ment heads, plus the best outside a 


To graduate—they’ve got to work. teachers -we can find. The big test doesn’t begin till a 
First, the ‘nd three th i To get through it all, you've got to month or so later 9m ear Merrill 
; pan A { } | Me iT or A om be good—and they are Lynch office when we think they're 
any one of 125 Merrill Lynch offices finally qualified to work as full-fledged 


finding out just how a brokerage firm The 47 members of Class 44 were account executives. 


operates—all the basic mechanics of originally screened from almost 500 
the business. applicants. On average, they re mar- That’s when we expect them to 
Then it’s back to New York for ried, about 30 years old, and ean all justify the eight or ten thousand dol 
nearly four months of clasees—9 to point to outstanding records in s hool, lars apiece it cost us to train them. 
5, five days a week, with at least two college, the service. That’s when they'll start to provide 
hours of homework every night. Four If they match the marks set by 1282 the kind of 


months of intensive study—account- other graduates since the school first 


ing and corporate finance, business started in 1945. they'll hit the New 


investment service and 
help that will make the whole thing 
really worthwhile—to you. 


MERRILL LYNCH, PIERCE, FENNER & SMITH 


Members New York Stock Exchange and all other Prin ipal Exchanges 
70 Pine Street, New York 5,N. Y. * Offices in 112 Cities 
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TOO MUCH OF A GOOD THING? 


Cheap, abundant, hugely profitable, Middle East crude 
is the making of an oil company—if it can be sold. 
Faced with glut, more than ever these days oilmen are 
minding their refining & marketing, and not least 
their access to costly but risk-balancing nearby crude. 


It was in an Eastern city, headquar- 
ters of one of the nation’s largest mu- 
tual fund groups. Behind closed doors, 
in a walnut-panelled room, a _ half- 
dozen-odd met large 
table. Key men, they were some of 
the shrewdest portfolio managers in 
the business, and they. had only one 
thing on their the 
the year closed, of the fund group's 


men around a 


minds status, as 


Looking 
the list, in which the biggest item was 


investment portfolio ove! 
oil & gas securities, the chairman got 
“Gentlemen,” 
“what about the oils?” 

In Wall 
Louisiana bayous 
boondocks, | that 
question was being asked as the yea1 
flickered While blue chips and 


penny dreadfuls alike were riding at 


right down to business 
he said, 
Well, what about the oils? 
Street 
and 


boardrooms, 
Texas same 


out 


phenomenal highs, the oil stocks were 
Does that that the 
themselves, long the 
pacesetters in the parade of industrial 
taken a colossal 

they 
had 


still dozing mean 


oil companies 


growth, have finally 
> Or 
marking time, as 


comeuppance were merely 


they twice be- 


fore in the past ten before 


thei: 


years, 


legendary advance in 


resuming 


fortunes? 


Embarrassment of Riches 


In one thing, clearly, the industry 
had taken a spill in 1958: profits. In 
the first three the year, 
despite an upturn in the third quarter, 


quarters of 
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oil industry earnings were down a 
Yet for all that 
hard to believe that anything short of 
uttel 


unhinge the 


good 23 it was still 


economic collapse could really 
fortunes of the great und 
And plainly 
collaps« no 
The oil in- 
whose nk are 


Americ: 35 


companies, 


powel ful oil companies 
had 


catastrophe for the 


there been neither 


oils 
dustry, in num- 


largest 


bered nine of 
industrial 
mighty 

If there was anythi 


the oils last year, it was I hay 


cheap 
Continental 
Leonard McCollun 


ing too much of a good thing 
high profit foreign crude 
Oil's 
put his finge: 


President 


GEOLOGIST AT WORK: 


te was ahead of demand 


world today,” he observed, “now has 


a far greater availability of crude oil 
in relation to demand than at any time 
in the past forty years.’ 

But is that really a bad state of af- 
fairs for the oil giants? In one way, of 
course, it is: too much oil means low- 
er profits. As McCollum noted, there 
plainly was too much oil for the cur 
rent demand. Foreign markets 
aflood 


dustry 


were 
both in- 
talking 


quotas to 


with it, and at home 


and government were 


about mandatory import 


keep the domestic market from 


be- 


coming awash itself. Just the same 


there was good reason to look on any 
tears spilt at this state of things as not 


merely wasted but foolish as well 


The 


rassment the crude oil glut may 


reason is simple. An embar- 
tem- 
but it is one ol a 


kind an 


immense riches 


porarily be, won- 


drous embarrassment of 
riches 

An oil company, if it is well-run, is 
merely to fast 
market here 
Desirablk and indis- 
pensable as yront is the 


other work 
share of one of the 


not in business turn a 


profit on a and 


today 
gone tomorrow 
oilmen 

their 


eatest 


have building ut 
world \ 
and most undervalued natural assets 
As one of the industry's great realistic 
visionaries has put it: “It’s almost a 
to sell oil, be cause 
thar 
think of paying for it 
it is only to get the 
Someday historians are 
to think us mad for 


for peanuts 


shame intrinsically 


its worth would 


When I sell oil 


money 


more anyone 
to acquire 
more voing 


Riving away pe arls 


On to Eldorado 


Winston Churchill, 
some pean ts! By 
with the Eldorado 
riches of the Middle East 
Venezuela are 


dollars are to mills 


To paraphrase 
some pearls! com- 


parisor 


the oil 


ricnes oO 
and 
what 


sucn nations 
So obvious a state ) hings has not 

attentior them- 
they lave a floc ked 
nm the ast 


N« 


refine! 

in Arabia, 

bound Phillips now 
barrels of crude oil 
Middle East’s Neut 


while Standard of 
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COMPANY 


Standard Oil (N.J.) 11.0% 
Gulf 12.2 
Secony Mobil l 7.1 55. 9.7 6.3 
Texas Co. 2 12.6 14.0 
Standard Oil (ind.) 1.6 8. ] 58 
Standard Oil of Calif 10.7 24.4 l 13.5 
Phillips Petroleum 9.4 16 21.4 79 
Sinclair 7.9 decline 19.9 6.0 
Shell 9.0 5 8.2 38.2 15.6 10.8 
Cities Service 3.0 25 21.5 9.7 6.8 
Tidewater 7.0 ] 49 246 10.8 0.9 
Atlantic Refining decline decline ; 20.2 10.0 5.9 
Sun 4.6 2.3 ) 28.0 10.5 43 
Continental 8.9 9.4 3.9 6.2 ] 34.8 13.6 10.9 
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cently a midwest stay-at-home, 
only was elbowing its way 
eign oilfields, but it was also ambi- 
tiously setting up an organization to 
market oil in every the 
globe 


not 


into for- 


corner ol 


Capital & Its Rewards 


If there was one danger in the in- 
dustry’s lower earnings last year, it 
was not any risk of going broke. In- 
stead it was the risk that the oil giants 
might run short of the immense capi- 
tal needed to do their job. For if 
capital is the strong right arm of any 
industry, it is doubly so in oil. Just 
finding and developing oil takes capi- 
tal in staggering amounts 

Once made, the huge outlays are 
richly Even in the US., 
where oil economics are least favor- 
able, it may an oilman $1.91 to 
find and develop a barrel of oil. Yet 
found, it sometimes be 
pumped up for around 10c, and sold 
for something like $3.15 or more 

In the Middle East, where explora- 
tion and drilling costs are far lowe: 


rewarded. 
cost 


once can 


per barrel, the rewards are immense- 
ly higher, and the same has been true 
in oil-rich Venezuela. Foreign crude, 
in fact, is the making of an oil com- 
pany. Middle East 
made it possible, for instance, for a 
Gulf Oil. or a California Standard to 
show operating profit margins that 
even a General Motors or a U.S. Steel 
cannot approach. On 
average, the big international oil com- 
panies have been able tc earn bette: 
than 25c on every dollar of 
after paying all expenses 
But now, if there is too much crude 
oil, will the individual 


economics have 


even barely 


revenue 


how compa- 


received from new property itself 


The domestic refineries had 
the outlets for oil, but they also were 
looking for crude to bolster their own 
profit margins 

Meanwhile the international oilmen 
are trying to make sure that when to- 
morrow comes they will have some- 
thing to sell. Vast as the Middle East's 
oil reserves are, they are not without 
some political risk. Thus 
even international producers already 
knee-deep in Middle East oil 
been than ready to produce 
more in the Western Hemisphere if 
they could 


nies fare? 


degree of 


have 
more 


A Business Without a Formula 


How 


matter, an 


that 
judge a 
with 
much 
simple. Producers, particularly in the 
low-cost Middle East, made big prof- 


does an investor—or for 


oilman himself 
business so 


plexities? It 


crosshatched com- 


used to be more 


its; domestic companies, and particu- 
larly crude-deficit refiners and mar- 
keters, did not. Reserves, 
by a cautious $1 a barrel rule-of- 
thumb spoke for the future potential 
Cash flow (net profit plus deprecia- 
tion and depletion) foreshadowed the 
more immediate potential and a com- 
pany’s ability to capitalize on it. Prof- 
its spoke for themselves 

Some oilmen believe that 
rough formulas no longer fit 
Says Phillips 
Kenneth S 
company 


measured 


such 
the oil 
Petroleum’s 
Adams of his 
“No formula has yet 
which would present 
Phillips’ current position of great fu- 
ture earnings potential as a result of 
past investment.” 


business 
Chairman 
own 


been devised 


Just the same, inadequate as they 


are, the same old yardsticks—cash 


Sun’s Chairman Joseph Pew has 


return on and 
growth factors—-are the only ones at 
hand. And it may be that if they do 
not fit as well, they at least show a 
sense of In Phillips’ case 
and others, ventures into the chemi- 
will alter, if not the 
used, at the results 


flow. investment, 


direction 
cals business 
standards least 
expected 


The Import Crude Theorem 


theorem that oil- 
were applying to 
year, it was that 
foreign crude spells profit. If, the gen- 
eral reasoning went, a domestic com- 


If there was one 
men themselves 


their business last 


pany could get access to foreign oil on 
good terms, it could well make itself 
nearly as profitable as a Gulf, a Texas 
Co. or a California Standard 

One oilman who bought the theo- 
rem at full value and vigorously ap- 
plied it was Indiana Standard’s Chair- 
man Frank Prior. So eager was he to 
sample the fruits of the Middle East 
applecart that, as other oilmen com- 
plained, he almost upset it. To grab 
off a Middle East Iran 
he offered to government 
terms 


concession In 
the 


more 


pay 
considerably favorable 
than the traditional 50-50 profits split 
the 
sacred 


with 


international oil companies hold 
That done, he began to dicke 
Saudi Arabia for 


cession on similarly 


another con- 
generous terms 
Actually, Prior had little choice but 
to do it. With most of his company’s 
capital tied up in low-profit refineries 
and Indiana Stand- 
ard was able to supply less than half 
As a result, it had 
been able to earn only a watery 8.1 
on stockholders’ equity. To 
things the 


service stations, 


of its crude needs 


make 


worse, without rich cash 
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oilmen’s technology. In Canada, a 


flow of the crude producer to fund 
Indiana Standard’s growth, its man- 
agement has had to float continual 
new common stock offerings. The di- 
lution involved has meant that in the 
past five years earnings per share 
have risen only 31.9% as fast as total 
profits 


Profits Near & Far 


By standards of the past, the terms 
Prior met were steep, but, as Prior 
saw it, half a loaf was better than 
none, particularly if it was in the Mid- 
dle East. With its vast pools of oil ly- 
ing near the surface (and thus cutting 
drilling costs), Middle East oil can be 
produced for just 30c a barrel vs 
roughly $1.91 in the U.S. This differ- 
ence provides an enormous advantage 
“Middle East crude,” Conoco’s 
McCollum flatly, “can be delivered 
for refining on the East Coast at least 
50c per barrel below the price of com- 
parable West Texas crudes.” 

This advantage does much to ac- 
count for the amazing profitability of 
California Standard and Gulf. By 
tanking oil from the Middle and Fa 
East to the East and West Coasts of 
the U.S., in 1957 SoCal’s Chairman 
R. Gwin Follis was able to show an 
operating profit margin of 23.6c on the 
dollar. Gulf, 


reserves of 


says 


revenue relying on its 
Kuwait, 


earned a glittering 26.3c on each reve- 


massive tiny 
nue dollar, a rate topped by very few 
U.S. industrial companies 

But Middle East oil 


blessing and drawback 


can be both 
Profitable as 
it is, it is also open to great risks in an 
Thus Follis, with 40° 

of his crude coming from the Middle 
East, 
hustling his exploration crews up to 
Alaska (he 
the first oilmen to take the plunge 
into the Gulf of Mexico) 

If this risk is real, Gulf’s President 
William Whiteford is even more vul- 
Kuwait 
though 


era of cold wat 
has tried to copper his bets by 


and offshore was one of 


nerable. He counts on tiny 
half his oil. But 


Whiteford has been vigorously push- 


for nearly 


ing Gulf’s hunt for 
the Western 
have an advantage of sorts. So cheap 
is Kuwait's oil to produce that the 50- 
50 formula gives its ruler far 
than other sheikhs get In 
Whiteford’s mind, this itself is a type 
of insurance policy 


new reserves in 


Hemisphere, he does 


greate! 
prohits 


The Sincerest Flattery 


What Gulf and SoCal are trying to 
do is the sincerest form of flattery to 
Standard’s Chairman Eugene 

Not even Holman has solved 


Jersey 

Holman 
the problem of cancelling out the risks 
of his high-profit Middle East produc- 
tion, which produces floods of oil from 
Iran, Iraq and Saudi Arabia to give 
Jersey Standard an operating profit of 
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TEXACO’S LONG: 


an eye for a bargair 


But 


balance 


20.7¢ on $1 of 


Holman 


those 


revenues 
able to 
others 


every 


has been 


profits against fron 


Western Hemisphere operations which 


account for 79 of his total oil pro- 
duction 


Holman 


his laurels 


was merely 


last 


not sitting on 


Witl 


mida- 


year, howeve! 


the crude glut shaping up, near 


summer he tightened his 
Standard 
all the outstanding shares of Interna- 


tional 


empire by 
swapping Jersey stock fo 
Jersey's big South 
Humble 
its even producer. To 
othe: that Hol- 
man was clearing the decks for battle 
With 
the compounded rate of 14 a 
Holman 


any boarders who tried to market ex 


Petroleum 
affiliate 
Texas 


American and for 
bigger 


oilmen, it was proot 


Jersey's sales forging ahead at 


Vea 
was 


getting ready to repel 


cess foreign crude to its customers 


JERSEY’S HOLMAN: 


he balanced the risks 


| = 
. =-_ 
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“When the 


business is as 


competition in the oil 
tough as it 
Texaco’s Chairman Augustus 
C. Long, “you cannot survive without 
marketing.” If in that Long was think- 
ing much like Holman itself 
was getting to look ren like 
reason became the 
the Forses survey to 
equal Holman’s “95"" management rat- 
1955) Over the 

years, Long’s giant has been 
like an East 
sales at the compounded rate of 9.2 
12.6 (vs. 6.8 


is today, 
agrees 


Texaco 
arkably 
Long 


Jersey (one 


only oilman in 
ing since past five 
booming 
Texas gushe! boosting 
a year and profits by 
for Jersey) 

Texaco’s largely 


gains were nade 


by spotting opportunities other oilmer 
were missing, and grabbing them. Its 
Trinidad Oil purchase of two years 
ago Texaco in a pe 
pand its markets in both the Britis! 
Isles the Caribbear fix 
ago, Texaco had no service 
Cuba. now has 280). This vear. Lone 
picked up the U.S. Seaboard Oil 
which made Texaco the U.S 
oil producer 


put 


sitior to ex 
and years 


stations i 


biggest 


Combined, the two ac 
quisitions not only cut Lor 

the Middle East to 
one third of total prod ictior 


gave Texaco a glitteri: 5 


depend 


ence on 


ating marge 


profit 


Back Door Economics 
1 
realy 


Though the 


comes trom toreigr 


still one thing to 
American brand 
profitable 


i an 


thing to hz 
i oilman had ret 
The producer, with hi 
othe ti 


lowances and 


never lost his crown a 
of U.S. oil. On eve) 
pumps up, fhe 
$1.00. By 


sink 


Cal ( 
about cont 
must million 


fineries only to make? pe 


Se on barrel of oi 
That proht spread fi 
nome to Socony Mob 
Albert Nickersor A 
international oil cor pal 
had 
Eastern Hen isphere 
had 


every 


alwavs plenty of 


nearly enough 
buying crude oil f: 


and thus missing the 


the profits, Socony hi 
19.1 


these 


in cash flow pe 
past five yea! 
this 
has spurred nm h 
the U.S yeal 
port Sulphur’s Lo 
for $100 


und 


To right 
last 


million 
Socony S reserves 
managed to swing tl 
$45 


financing the st wi a bank 


putting 


up only million chase 
price 


loan he will repa i { ea ngs 


“4 


R2 
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received from new property itself 

If Nickerson needed a model for the 
soundness of his move, he could have 
found it in Leonard McCollum’s Con- 
tinental Oil Co. From the very day 
he took over Conoco in 1947, McCol- 
lum has stressed production, which 
roughly equals Conoco’s refinery runs. 
By contrast, Indiana Standard pumps 
up only 47% of its crude needs, So- 
cony’s U.S. wells only 42%. Neither 
comes even close to the 22.6c oper- 
ating profit Conoco shows on the sales 
dollar. 

McCollum’s efforts also gave him 
a rare sort of flexibility, which could 
be turned to especially good advan- 
tage in 1958. Each year Conoco has 
charged off the full year’s drilling ex- 
current earnings, which 
often meant that earnings were penal- 
ized at the 
working hardest to boost them. Yet 
when business turned soft lasi year, 
McCollum had only to cut back drill- 
ing activities to 


penses to 


very time Conoco was 


shore up earnings, 
which added 91c a share 
to pretax profits and held the final 


drop in 5.1% 


a maneuvel 


nine-months’ net to 
lowest among the majors 


How to Make a Profit 


Once an oilman finds-crude, it usu- 
ally takes four or five years for the 
That 
has been a cross borne by such do- 
refiners as At- 
Sinclair and 
With no vast pools of 


profits to show up as net income 


crude-deficit 
lantic, Sun, Tidewater, 
Cities Service 


mestic 


foreign oil to turn to, they pump up 
only half the crude oil their refineries 
require (a 70‘ 


crude-refinery raw 


ratio is usually considered the “safe” 
minimum). Their object: to make up 
in a short time what it had taken the 
international oils years to accomplish 

As Sinclair’s Chairman Percy Spen- 
cer demonstrated, it could be done in 
In Sinclair, Spencer had 


collection of 


record time 
low- 
But he 
had only smallish oil reserves in the 
US 


While other oilmen were spending 


inherited a large 


profit refineries and pipelines 


and hardly any abroad 


millions for expensive tracts in Vene- 
Lake Maracaibo, 


found the answer in a tract owned by 


zuela’s Spence! 
a Sinclair affiliate in the southern part 
of Venezuela 
off nobly 


property 


This gambit has paid 

Near the end of 1958, the 
was earning 25 a year on 
rate that 
was bound to pull up Sinclair’s own 
low 9.6 


the investment involved, a 
five-year average return on 
stockholders’ equity 

Sun and Atlantic, similarly de- 
ficient in crude, both Lake 
Maracaibo as the place to make up 
Both will begin tank- 
northward this month. But 
both paid far more for their new pro- 
duction than 


chose 


the shortages 
ing oil 
Spencer had for his 


84 


Sun’s Chairman Joseph Pew has 
meanwhile taken pains to see that he 
will have the sturdy marketing to 
put it to good use. Last year, Sun 
finished installing its unique six-price, 
six-blend filling pump at all of its 
9,200 service stations. 


Main Roads and Byroads 


No domestic oil outfit last year sat 
around without looking for oil either 
at home or abroad. 
employing another 
profits: 
object 
of oil 


cals. 


Some were also 
gambit to boost 
The fundamental 
to upgrade a dollar’s worth 
into a chemi- 


chemicals. 
dollar-plus in 


which was the 
main resource of Shell Oil’s Presi- 
dent H.S.M. Burns. As the American 
wing of the Royal Dutch/Shell Group, 
Burns does not venture outside the 
US 
So instead he has gone heavily into 


It was this gambit 


in his hunt for new production 


chemicals, boosting them to an esti- 





~ MIDEAST MAGNET 


The vast pools of crude in the Middle 
East and Venezuela have drawn oil 
men like a magnet since World War Il 
The lure: huge profits. 
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Shell's total 
this way, Burns has been able to in- 


mated 11 ol sales. In 


crease Shell's cash flow at the com- 


pounded rate of 9.6% a year over the 


last five years, a rate topped only by 
the international oil companies 
Faced with a similar problem, Cities 


Chairman W. Alton 


has had a little more leeway, though 


Service's Jones 


required by law to tear down Cities 
Service's old utility empire (a move 
required by the Public Utility Hold- 
Act of 1935) 
building up a new oil empire 

Cities 
expenditures 


while 
Of late, 
Service's 


ing Company 


Jones has boosted 


exploratior from 42 


to 53°, of its total budget, and his oil 
crews are exploring in Algeria, the 
Middle East and South America. Yet 
Jones also spent more money on new 
the first 
than 


manufacturing facilities ove 
months of 
before in 


These 


nine last year evel 


company history 


new plans run the gamut of 


oilmen’s technology. In Canada, a 
20,000 barrel-a-day refinery has gone 
on stream to cash in on demand in 
the Toronto area. Near New York, 
Jones built a new asphalt plant with 
a capacity of 15,000 barrels a day. And 
at Cities Service’s big Lake Charles, 
Louisiana, petrochemical complex, he 
has added a whole string of new plants 
making ammonia, propylene and eth- 
ylene, all of which could live off the 
raw materials already pouring out 
of the complex. 


A Stake in Everything 


One risk the oilman in chemicals 
runs is becoming so dazzled by chemi- 
cals’ forget the 
itself. Consider 
Kenneth S. Adams, 
Chairman of Phillips Petroleum, who 
has 


promise as to very 


real profits of oil 
the ‘ase of 
branched out into everything 
from chemicals to uranium and rocket 
fuel. To fund these ventures, Adams 
has had to 
stock that 
risen only 29.1° 
“These large 
Adams candidly, 


float so much common 


per-share earnings have 
as fast as net profits 
investments,” says 
made looking 
to the future and have unduly penal- 
Adds he: “Many are 
threshold of paying off.” If 


so, Phillips’ new earnings will 


“were 


zed earnings.” 
on the 
come 
from a vast fuel complex that now in- 
cludes a five-millisn-pound uranium 
deposit mill, 

petrochemicals and a 
ture with North American Aviation 
But so much is they will all 
have to pay off at a phenomenal rate 


effects 


and potash holdings, 


rocket fuel ven- 
clea 


il they are to cancel out the 
of all Phillips’ stock 

Adams at least 
munity from the 


can enjoy an 
risks of 


which can be risky 


im- 
foreign oil 
Tide- 


Two years 


indeed, as 
water found out last year 
Tidewater mammoth 
refinery in Delaware designed to run 


ago, opened a 


on the sulphurous crude produced by 
Getty Oil (which controls Tidewater) 


in the Middle 


ernment 
4 


East 
stepped in, 


Then the Gov- 

slashed Tide- 
water’s planned imports to nearly the 
vanishing point. Largely, as a result 
in 1958's first nine months Tidewater’s 
$1.96 a share to 


earnings dropped fron 
a bare 19¢ 
Will the 
by raising 
if it did, that 
the program will not be revised again 
in the Thus as 1958 ended 
not merely Tidewater’s President 
George F. Getty but oilmen through- 
out the U.S. could not really be 
how I 


Government 
Tidewater’ 
there is no guarantee 


future 


much foreign oil they will be 
bringing into the U.S. over the 
lew years What 


‘rude 


next 
they had in cheap 


foreign was obviously a 


good 
thing. But, temporarily at least, even 
in oil there can be too much of a good 


thing 











Help your family to a healthy, happy winter... 


Si RE IS NO sure way to escape colds and 
other respiratory ailments during win- 
ter’s raw and chilly months. But there are 
certain safeguards that you can take now to 
help you go through this season in better 
health—and enjoy some of those invigor- 


ating days that winter always brings 


Keep in top physical condition. If you 
haven't had a health examination in the past 
year, now’s the time to see your doctor. If 
you're especially susceptible to colds, he 
may be able to advise you about ways to 
help avoid getting them 

Eat a well-balanced diet. Food provides 
fuel for warmth and energy . and what 
you eat has an effect on whether you catch 
colds easily and whether you recover quick!) 


from an illness. If your meals—including a 


good breakfast —are based on a wide variety 


of toods, you can be sure of getting all the 


nutrients vou need 


Get lots of rest and sleep. Fatigue can 


lower your resistance to respiratory dis- 


eases. Rest, sleep and recreation car 
you avoid that “run-down” feeling t} 


many people complain of each winte 


Do not get too close to people who have 
colds. When someone has a respiratory dis- 
ease, it’s easy to pick up germs from the 


sick person Be particularly caretu 


tect voung children from people who sne 


and cough carelessly 


Avoid drafts and chilling ... and a 


wear clothing suited to weather conditior 


Protect your health in these 


chances are, your resistance t vic virus 


infections and pneumonia w cased. 


If you develop one of thes« your 


ability to fight the infection over 
quickly will be greater 
Remember that the da 
on cold hes matnly 
that may follow tt. So 
panied by fever, 
pain in the chest 
doctor promptly 
To help you avoid re 
and feel tine throughout 
i the year ‘round, Metropo 


Help Yourse 


and mail the co 


Alt 
bocklet called 


Metropolitan Life Insurance Co 

1 Madison Ave., New York 10, N.Y 
Please ma i iree ’ ’ 

your booklet He ) 

He 


Nome 
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.{/ How Many Men 


Managing securities is really a team operation 
with all it implies when large sums are at 
stake—when the results of a life’s work, an 
inheritance, or funds legally entrusted to your 
care are concerned. 


The best answer is an Investment Manage- 
ment Account at Chemical Corn Exchange 
Bank. 


In addition to full Custodian Service, an 
Investment Management Account pro- 
vides: 

A full discussion of your investment 
objectives. 


A detailed analysis of your security 
account. 


Specific recommendations, based upon 
the mature judgment of a group of the 
bank’s experienced investment officers, 
and rendered from time to time for your 
consideration. 


rope 4e)b bs 
Securities 


Team? 


e Monthly statements showing changes in 
principal and income, providing data for 
tax returns. 


The surprisingly modest fee is tax deduct- 
ible. 


Our new booklet explains how you might 
benefit from an Investment Management Ac- 
count. Simply write us or visit our office to 
receive a copy. There is no obligation. 


CHEMICAL 
CORN ENCHANGE 


BANK 


Investment Division: 30 Broad Street, New York, 15 





FOOD CHAINS 





THE EVERGREEN GROCERS 


Talk all you want about Americans eating too 
much: the recession proved once again that 
the last thing they will tighten are their belts. 


In TENS of thousands of busy U.S 
supermarkets last year, the cash reg- 
isters busily clicked out a basic eco- 
nomic truth come war, recession OIF 
depression, people must eat; when in- 
comes fall, food is the last thing Amer- 
icans will cut back on 

Nothing proved this better than the 
Last instead 
of receding with the rest of the econ- 
omy, 


1957-58 recession year, 


right on 
increasing at approximately the same 


food chain sales went 
rate as they have increased in recent 
years—9 “You can’t find any re- 
cession in the food business,” boasted 
President Paul Cupp of the 831-store 
American Stores chain. Only two of 
the chains covered in Forees’ survey 
reported any setback due to the re- 
cession. Even they couldn't prove it 
by the figures since thei: 
earnings went up anyhow 
, 


sales and 


The Great Distribution Machine 


Quintessentially, the supermarket is 
a machine for distribution. It is a 
machine for performing the final step 
in the now highly-mechanized process 
of getting what the farmer grows onto 
the dining table. Like any 
machine today, the supermarket must 


room 


be efficient to survive 

Highly efficient, in fact. Each mar- 
keteer can add only a relatively small 
markup (average about 19%) to the 
wholesale price he pays for the food 
he sells. Obviously such a low-mark- 
up business cannot be basically prot- 
itable-if it ties up a big amount o 
Today the 
easebacks and long-term leases have 
all but eliminated 
necessary part of the supermarketeers 
apital 


‘ 
i 
‘ 
i 


capital mechanisms o 


real estate as a 
That leaves inventory as the 
biggest item in their investment 

From this fact a basic rule of super- 
market operation can be formulated 
profitability is a tunction of markup 
nd inventory; markups being tightly 
limited. profitability 


can be best as- 


sured, then, by keeping 


relation to 


inventories 
othe: 
words, inventory turnover is the key 


low in sales. -In 


to profits “This is a business of rapid 
says the 
‘Sales ve- 


turnover at low margins,” 

Kroge1 Co.'s Joseph Hall 

loc ity 1s essential to success 
But 


turning over at 


how do you inventory 


keep 
Easie1 
It requires a mastery 


a rapid rate? 
said than done 
f the 
marketeering 


special economies of 


You 


course 


super- 
modern 


planned 


need 


stores, of carefully 
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buying and streamlined regional dis- 
tribution arrangements. You have to 
sell right. And you have to buy the 
right merchandise at the right times 

You also need, points out Ameri- 
can Stores’ Paul Cupp, the right kind 
of real “The kind of 
says Cupp, “means primarily 
having ample parking facilities. Park- 
ing is your big problem in a country 
that’s almost 100 

There 


estate right 


stores,” 


on W heels - 

advan- 
tages. “All retailing is local,” says Paul 
Cupp. If the locality grew the store 
grew. If the community failed the 
failed—but most 
premises 1n the supermarket business 
were 


were compensating 


store since store 


leased, the supermarketeer 
could, if necessary, pull up stakes and 
re-locate elsewhere 

Few 
derfully flexible and for the most part 
the big chains played this advantage 
to the full. In the »ast five years, ac- 
cording to Chain Store Age, ihe food 
chains opened some 8,450 stores and 
closed about 9,581 


other industries were so won- 


A Careful Shopper 
Nobody 


was busier 
than Food Fair's Louis Stein. From 
100 units in 1948, Food Fair had in- 
creased to 295 last April and will have 
added 120 more by next April. Stein 
howevel! Few 


store 


opening stores 


was a careful shoppe: 
people in the industry picked 
than he did 
Steir 


locations more 
‘For 


“we examine 20.” 


shrewdly 
every site selected,” says 
Stein’s careful planning made hin 
the second fastest growing 
among the eight. It 


rank, too, in 


cna 
gave him second 
profit-making. Stein's 
operating 


average profit margin of 
13 over the five pre-recession years 
was surpé ssed only by First National 
Stores with a top-ranking 4.9 sut 
Stein 


on top ot this, could point to a 


fiscal feat unmatched among the eight 
his high $30.70 cash flow on every $100 
of stockholders’ equity 

In contrast to Food Fair with its 
hand-picked sites up and down the 
Atlantic Robert Magowan’s 
2,050-unit Safeway Stores chain was 
half of North America 
Safeway’s stores speckle the west, the 
midwest and Canada 
though increasing faste1 
eastern quarter of the 
still thin on the ground. Magowan’s 
problem, then, was not so 
grow but 


coast, 
spread ove! 
wl ere pe ople, 
than in the 


nation are 


much to 
rather to get more dollars 
what he hed. Thus 
he added no less than 469 stores 
from the end of 1954 up to last Sep- 
tember, he inc total 


mod- 


out of though 


eased his 
With all his units 
ernized and on self-service 
worked his 


store 
by only 54 
Magowan 
operating profit 
just 2.le on the 
1951 to 4.3c in 1957, the 
highest in the industry in 
Profits were 


margin 
dol- 
sec - 
that 
not far behind: the 
once lagging Safeway 


up from sales 
lar in 
ond 
veal 
chain last yeal 
produced the group's second best cas} 
(19.3% ) 


howeve1 


return on equity 
At year's Magowan 


faced a new problem: having 


end, 
pushed 
the improvement factor as far as he 
then have to 
growth to 


could, he would 


con 


centrate on improve his 


pronts 
Just People 


People 


ularly 


valking around, eating reg 


washing themselves and thei: 
and gadgets are 
make supermarket 
it helps to then 
One Mag 


widespread empire 


clothes tacking up 
what 
But 


gethe 


customers 
close to 
lacked 


Was cus 


have 
thing wan 
in his 
tomer concentration Customer con 
exactly what Adrian 
O'Keeffe's much smaller First Nation- 
al Stores hac in great measure 
O'Keeffe, 


about 


centration was 


whose 575 stores are spotted 
settled New England 
two thirds of them in Massa- 
chusetts and Connecticut, was thus 
able to turt $1 of inventor’ into 
$17.27 in sales in fiscal 1957-58 
pared with Safeway’'s ratio of $1 of 
to $14.11 in sales 
A&P Wa 
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IN THE BAG Sales velocity—the rapidity of inventory turnover 


—is one of the most important indices to supermarket success. This is how the 
FORBES Eight stacked up as measured by the amount of sales supported by 
$1 of inventory in the latest available full year 
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Great A&P 

Safeway Stores 

Kroger Co. 

American Stores 9.2 
National Tea 10.9 18.7 
Food Fair Stores 15.4 18.2 
First National Stores 4.2 " 89 
Grand Union 18.4 26.3 


19.2 
10.8 
12.8 


better than O'Keeffe in this measure 

But O’Keeffe, whose operating profit 
margin of 4.9% was the highest in the 
industry, was not sitting idle among 
his vast crowds of customers. In 
shifting his store fronts to keep up 
with community changes he was even 
ruthless than Ma- 
gowan. To bring his chain up to his 
exacting specifications, O’Keeffe in the 
past five years closed down about 380 
stores and opened only 108 


more Safeway's 


The Trimmers 


First 
more 


O’Keeffe’s trimming down of 
National's hardly 
drastic than that of Paul Cupp at 
American Stores. Cupp, since 1946, 
cut back his formerly old-style chain 


units was 


by some 1,180 units to produce his 
organization of 831 
800 of which are self-service 


current stores, 
Cupp, 
with all his stores in the middle At- 
lantic region Pennsyl- 
vania, operates in an area almost as 
thickly settled as O’Keeffe's 
Nevertheless, with 44°, more units 
Cupp fails to match O'Keeffe in sales 
velocity, in operating profit margin o1 
in cash flow 
pass him in growth of sales and earn- 
ings. But Cupp himself 
passed in sales and earnings growth 
by Stein, Food Fair 
operates in about the same area 
However, Cupp, Stein and O'Keeffe 
were all overshadowed by a competi- 
tor who far outranked all of them in 
sales and earnings growth in the five 


centering on 


though he does sur- 


was sur- 


whose chain 


pre-recession years—Lansing Shield’s 
Grand Union. Shield, who took over 
the old-style chain in 1947, was faced 
with the task of turning it over to 
self-service operation. And he had 
to do so under the highly competitive 
conditions of the New York-New 
Jersey area where two thirds of his 
434-unit chain is now concentrated 
Shield did it by leasing his store 
premises and putting his capital ex- 
penditures into warehousing, trans- 


88 


8.4 1.0 
16.7 


13.0 
26.6 16.1 


facilities and modern store 
Though he was slugging it 
out in the most populous region west 
of the Atlantic and had to buck plenty 
of store-next-door competition, he 
the 
concentration that 
profitable. 


portation 
interiors 


was where he could be sure of 
sort of 


makes 


customer 
self-service really 


Neighbors 


Grand Union’s operating profit mar- 
gin averaged 1.5 percentage points less 
than First National’s, but the strength- 
ening of that margin 2.4 in 
1952 to 3.7% in 1957 showed the in- 
creasing profitability of its operations 
That profitability was marked by the 
highest growth rate of cash flow, from 
$2.8 million in 1952 to $9.2 million in 
1957, among Forses’ eight. 

Shield’s experience at Grand Union 
was closely paralleled by that of 
Harley McNamara at National Tea 
McNamara took over the ailing mid- 
western chain about the time that 
Shield took over Grand Union. But 
since he chose the Mississippi Valley 


from 


and the land to the west as his area 
of expansion, his inventory turnovel 
fell well short of that of the big easi- 
But it also fell consider- 
ably short of the sales velocity of its 
neighbor Joe Hall’s big Kroger Co.., 
and Kroger had its 1,421 stores in the 
same general area as National Tea’s 
growth, however, McNa- 
mara had a slight edge on Hall with a 
total gain of 68°. in the 
compared to Hall’s 59°; “Current 
admitted Hall, “are the 
most important single short-range fi- 
nancial indicator.” 


ern chains 


In sales 
five years 
sales trends,” 
the terri- 
tory in the industrial midwest, neigh- 


bors Kroger and National Tea shared 
some of the same troubles last year 


Sharing some of same 


—strikes and lay-offs in manufactur- 
ing areas. That was the nearest thing 
to a case for the recession in the gro- 
Both nevertheless re- 
increased and 


cery business 


ported sales earnings 


~ 


10.2 
23.7 


oer Pwo BPwouw 
00 & Go wD W 


— oe AD 


National 
growth 
rise in earnings. 


for the first nine months 
Tea was ahead on a huge 17° 


in sales and an 8° 
Everybody's Competitor 


If spread of store operations was a 
balancing factor last year, continent- 
straddling A&P had it over all others 
A&P was every chain’s neighbor—and 
competitor. Nobody outside of A&P’s 
tight management group will know 
before next March exactly how it did 
last year. But since nobody, but no- 
body, can get more sales out of a dol- 
lar in inventory than Ralph Bur- 
ger’s 99-year-old chain, it may safely 
be assumed that A&P did better than 
the industry average 

But if Burger’s rate of sales to in- 
ventory was the highest among the 
group (see chart, p. 87), his f 
return was disappointing 

The big flaw 


operation 


rate ol 


in Burger’s grocery 
profit margin 
A&P’s penny- 
saving price markups were partly to 
blame 


was _ his 
smallest in the group 


So, too, was the fact that one 
third of Burger’s 4,200 stores were still 
in the 


horse-and-buggy era so far 


as design and location were concerned 
Ahead of the Appetites? 


Burger's relatively thin margins and 
his surviving service stores thus gave 
A&P considerable elbow room fo. 
This is an advantage 
that some of its more up-to-date com- 


im- 
proved profits. 
petitors may no longer have. Having 
about as far as it 
will go, they will have no way to boost 
profits except to expand. Thus it 
could be that all-out national 
perity may be less kind to the grocers 
than the was. It may well 
turn out that the bustling profitability 
of the supermarket business may come 
to attract just too much competition 
When that happens, it will shake down 
to a race between the evergreen gro- 
the healthy 
appetites of a growing America 


pushed efficiency 


pros- 


recession 


cers expansionism and 
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AIRLINES 


A TICKET TO TURMOIL 


Over the next few years, the airlines are not 
likely to get anything like as pleasant a 
ride out of their new jet airliners as will 
their customers. Least likely of all to enjoy 
the trip: their earnings-eager stockholders. 


Ir was well into autumn, on the eve 
of Pan American World Airways’ 
epochal first commercial jet flight 
Full of pride, a Boeing executive was 
delivering a paean to the merits of 
the plane that would make the his- 
toric flight: his company’s 707. So 
vibration-free is travel aboard the 
707, he proclaimed, that it is possible 
for a balance a_ half- 
dollar securely on _ its “But 
where,” interrupted an_ irreverent 
Wall Streeter, “are the airlines going 
to find the half-dollar?” 

However sly, it was a good ques- 
tion. For hardly masked by the high- 
pitched whine of every commercial 
jet is an ominous fluttering of legal 
tender. To some latecomers, the fast 
new mode of transport poses a des- 
perate competitive question: How to 
stand the gaff until they get jets of 
their own? But for 
jets also raise an even more pressing 
cash question: How to make them a 
paying proposition once they arrive? 

If patronage alone will do it, the 
airlines have no With the 
public the 600 mph new jets promise 
to be a sure-fire hit. But for the air- 
lines themselves, jet transport is not 


passenger to 
edge 


every carrier, 


worries 


nearly so simple 
the fifth equipment transition 
they have undergone since World Wa 
II, and by far the biggest and costliest 
So costly, in fact, that it is now a lively 
question whether some airlines 
not wind up broke or bankrupt 


The swing to jets Is 
major 


may 


Money Hunger 


How did the nation’s airlines get in 
this parlous state? Many an airline 
president these days wishes he knew 
Less by choice than a kind of inexor- 
able fate, the industry found itself 
faced with an equipment revolution 
Jets were somewhere over the hori- 
zon, but turboprops seemed the logi- 
cal transition craft, at least to many 
Not, Pan American's 
President Juan T. Trippe and United 
Air Lines’ William A. (“Pat”) Patter- 
son. If jets were on the way, they 
reasoned, any 


however, to 


unnecessary detours 


by way of turbine craft could only 
Thus in 1955 they 
placed the first orders for commercial 


jet airliners, 


pyramid the costs 
thereby setting off a 
chain reaction of orders within the in- 
dustry. Like it or not, there was no 
choice but to scramble aboard 
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In dollar terms, this takeoff into jet 
transport will require some $3 billion 
in outlays by U.S a jets, 
turboprops and related equipment by 
1962. This, however, is not the total 
bill. For one thing, jets will make 
the airlines’ present fleets of piston- 
powered craft prematurely obsolete, 
eroding the value of a billion dolla: 
investment. For another, as financial 
men have pointed out, additional de- 
mands for working capital, sinking 
funds and interest will up the total 
bill to something more like $4 billion 

Imposing as this sum may seen, it 


airlines for 


is all the more so by comparison with 
the airlines’ current vital statistics 
Into the coffers of both the domestic 
trunklines and the international car- 
riers in 1957 came just $1.9 billion in 
revenues little 
Their 
combined cash flow totaled just over 
$250 million. In fact, the book worth 
of the industry’s entire pre-jet equip- 
ment stands at only $1 billion 

The pangs of 
obviously 


and 
of it remained there as profit 


from all sources, 


money hunger were 


ahead, and early in the 
game airline men took steps to meet 
as much of the 
they could 
happened to earnings since, it 
well that they did. Thus by midyear, 
through advance payments on the jets 


upcoming jet bill as 


Considering what has 


was 


and various borrowing arrangements 
with banks and insurance companies 
the carriers had raised $1.4 billion of 
the needed sum. The other $2.6 bil- 
lion they counted on from a 
variety of debt 


proceeds 


getting 
further 
financing, 


sources 
and/or equity 


from the sale of retired equipment 
depreciation accruals, and simple re- 
tained Nevertheless, they 
still seem a good $750 million short of 


meeting thei: 


earnings 


needs 
The Big Hitch 


There was just one big hitch in all 


this careful calculation: the airlines 
fiscal flight plan was predicated on a 
healthy That no 
longer obtains. Up 1955, the 
airlines had something of a 


model of 


level of earnings 
until 
been 
growth in 
revenues and earnings could be. But 
1956 was the first installment of quite 
a different tale 
tinued to soar, net incomes dropped 
And in 1957 they kept right on drop- 
ping—so 12.2 


what 


postwal 


while revenues con- 


severely that, on a 





gain in total operating revenues, the 
domestic trunklines’ operating profits 
plunged 51.4 All in all, it was the 
airline industry's 
way back in 1948 

But 
ability 


poorest tare since 
this turnabout in 


took out of the 


what profit- 
por k - 


was also 


a rlines 
ets was more than 
credit For 
common 


cash—it 
prices of th 
followed 

two esults a 
market for airline equities 


airlines 
stock behind 


earnings, with 


pooretl 
should the 
carriers have to finance their needs 
by selling more stock: an 
of their credit with lenders 


As the airlines 


imperiling 


themselves saw it 
the Civil 
parceling 


blame is 
Board's tol 


new route 


a good part of the 
Aeronautics 
out valuable awards to 


middling and small! size domestic 
lines, hurting large 
The 
operating expenses soared 

Heir competition 
than any othe: chief 
Eastern’s Eddie Rickenbacke1 
not take him long ay 
thought of it all 
“Multiple 


“has not only required the 


ones already fly 


ing the routes result was havoc 


to more such new 
airline was 
It did 

what he 
vigorously 
competition he growls 
airlines to 
duplicate facilities and personnel—all 
high-cost factors but at the 


Samet 


time, it has forced the airlines to 


divide, sometimes between nine com- 


eting carriers traffic heretotore 
I 


available to suppo t one o two al 


lines.” 


Illusory Earnings 


Early last yea vher it 
apparent that the 


became 
would have 
not only a worsen! queez on 
profits to contend wit but a reces- 
well the CAB finally took 


action to reduce the lamage Fare 


SION as 


increases averaging 6.b ere 


finally 
granted-——but onl! ol! 1 temporary 
basis 

Any help was bette 
the year’s first nonths, the 
trunklines logged 


do- 


another 


nine 
mestic 
7.1 rise in total ope 
short of 


the attritior or pronts 


rating revenues 


(or just $1.3 billion), and 


for once was 
no worse than mino 1 3.2 decline 


9 
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Pan American 1% 4.4% 

United Air Lines ! declined 
American Airlines declined 18.7 
Trans World Airlines declined declined 3 
Eastern Air Lines ] 12.7 declined 
Capital Airlines 145 declined 
Northwest Airlines 6.2 16.7 

Delta Air Lines 10.3 declined 


» 


National Airlines 10 7 declined 12.8 
*1958 Fiscal Year 


in net operating income (to $67.5 Thus they were delighted when, in way out 
million) early November, the Supreme Court While this composite picture of in- 
Actually all this made earnings refused to uphold the CAB in the de- dustry earnings is anything but ap- 
look a lot better than they actually preciation battle For it meant that pealing, the airlines were perhaps 
were. For the rules of the game had _ the carriers could after all bank on a more concerned last year with an- 
changed, with no benefit to the airlines high rate of cash flow (depreciation other yardstick of their fortunes 
Beginning last January, the CAB had plus net profit) to fund their pro- their load factors. This measure of 
put into effect a uniform depreciation grams, despite apparently lower pros- yperating success, basically the ratio 
schedule that meant that all airlines pective earning of seats occupied to seats flown, has 


would be requirec, to amortize ‘hei: been on the decline for some time—no 


aircraft over a seven-year period, vonee Coet atieen good sign. For the first nine months 
down to a 15% residual value Pre- When all the returns from the air- f 1956, the industry's domestic load 
viously left to their own devices, lines are in for 1958, they may vell factor was 65.4 in the same months 
many carriers had depreciated thei! tell quite a different story than the of 1957, it slipped to 63.1°7; and in re- 
craft far faster—sometimes in as littl interim reports have. For it is likely cessionary 1958 to 59.1 The ob- 
as four years—down to a residual 5‘ that many carriers will readjust de- ious message of these figures was 
The new schedule thus cut the de- preciation charges to conform with that, despite years of rapid growth 
preciation charged to expense, di- the pattern of prior years. Thus the  the-airlines have at least temporarily 
verting the difference to net earnings income statements they issued during flown headlong into a situation of 
Thus, excluding profits from equip- the year to date m well have mis- sheer overcapacity 
ment sales, American's Cyrus Row- led outsiders as to what is to come Each percentage point in load fac- 
lett (“C.R.”) Smith reported a 22.6 J Nevertheless, the interim reports pin- tor,” explains CAB Chairman James 
gain in net income (to $10.9 million) point several significant trends R. Durfee, “means about $20 to $25 
in the year’s first nine months. But One is simply this: that the largest: million in revenues to the industry 
had depreciation been figured on the carriers, the ones hardest hit by the so the decline in load factor tells you 
same basis as in 1957, American CAB’s route award policies in earlie: vhat has happened to profits.” 


would have shown instead a drop in years, now seem to have staged some- 


om ; we Har hoi 
net income (to $7.5 million). Simi- thing of a comeback The middling ard Choices 


larly, Eastern Air Lines, which on the size airlines, however, clearly had What loom in generalizations as 
new basis boosted net earnings 76.7‘ more difhculty weathering the reces- industry problems are, of course, prob- 
to $5.8 million, on the old basis actually sion. The second thing these reports lems of individual carriers. The only 
would have gone into the red. In unarguably show s that fortune broad bracket that binds them to- 
greater or lesser measure, the same smiled brightest on the coast-to-coast gether is the fact that all face hard 
differentials underlay the reported carriers: the north-south carriers, de- choices, and limited resources. As in 
earnings of the other airlines serted by tourists disheartened by a any business, the measure of manage- 
a cold winte rit Florida and political ment is how we ll it does with what it 
° inrest in the Caribbean, fared less has to work with 

A few investors may have regarded well (neither condition, howeve is Two. things lin managements 
all this as a tidy windfall, but the permanent) will or will not have to work with 
carriers certainly did not. For air- On the basis of third-quarter re- over the next three years are jets 
line brass are counting on some $1.4 _ ports, allowing for revised deprecia- and money. And to a degree, wheth- 
billion in depreciation throwoffs to tion accounting, the best earnings for er any single carrier has enough of 
help pay their $4-billion jet-age bill. the full year are likely to be shown either is a measure of its manage- 
But the stretchout meant that they by American and United, which rank ment. Among the major airlines, 


would have to wait longer for their one-two in size among the domestics therefore, the timetables for the ar- 


depreciation money. In many cases, Earnings of the other lines may well _ rival of jets in quantity is a telling 


the carriers would be unable to take be sharply lower, and at last report judgment of its front office acumen 
full write-offs on present fleets of pis- three carriers—Trans World, Capital On this score, Pan American and 
ton planes before they were replaced and National—had vet to find thei: American among the large carriers 
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All the comforts of home 


A little bit of home flies with you when you take a trip task—for during the last 214 vears more scheduled revenue 


on one of today’s modern airliners. The friendly com- airline miles in the United States have been flown with 


forts ... the small but important needs .. . are graciously Texaco Aircraft Engine Oil than with all other brands 


and thoughtfully provided. No wonder so many people combined. 

are flying. 

In 1957, America’s airliners carried more than 42,000,000 TH FT \ ( ) 
passengers a total of 25 billion miles. Providing the fuels _ ‘ 


: . . . os PROGRESS AT YOUR SERVICE 
and lubricants to make this possible has been a big job for , . 


the petroleum industry. Texaco is proud of its part in this 
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rate high, Eastern decidedly lower. 

But timely arrival of the jets is not 
everything. United and Eastern, for 
example, have chosen Douglas DC-8 
jets which will be delivered much 
later than the 707s. Nevertheless, both 
of these companies made their financ- 
ing arrangements quite early. As far 
back as November, 1955, Eastern ne- 
gotiated a $90-million loan with the 
very low interest rate of 3.9 

On one other score airline 
agements faced difficult 
dividends. For even the _ stronger 
lines, any payout at all may well be 
a luxury they can ill afford. For the 
weaker lines financially, their re- 
duction or absence may well be 
equally costly to their credit with 
lenders and in the equity market. Four 
carriers—American, Pan American, 
Eastern and Northwest—have held the 
line on dividends, perhaps not wisely 
But United, comparatively well-fixed 
financially, deliberately cut its divi- 
dend early in 1957 from $1.50 to 50c. It 
was probably a wise decision on the 
part of Pat Patterson and his board, 
and United’s stockholders may well 
be the better for it in the long run 
For such carriers as National, which 
substituted stock payments for cash, 
and Delta, which dropped dividends 
entirely, it was hardly a matter of 
choice. As for TWA and Capital, no 
cash dividends have been paid stock- 
holders for many years 


man- 
decisions 


The Formidable Jet 


Talking to airline men, Wall Street's 
big question is: Will the jets make 
? For the next year or so, this 
question will remain largely academic 
The few jets flying will carry high 
load factors. 

But Wall Street is really asking 
whether the jet, special circumstances 
aside, is inherently a moneymake1 
And that only time will tell. For it is 
not yet at all certain how much the 
flight leaders of the jet age, even 
given high load factors, will actually 
bring down to net. Not only do the 
carriers which fly them face highe 
interest charges in the coming year, 
but depreciation writeoffs may well 
run to three or four times those last 
year 


money’ 


it will be 
vastly more unprofitable to have no 
jets. Almost certainly, Pan American 
will fatten off TWA customers before 
that line puts its own 707s irto service 
this year. In the same way, American 
can be counted on to cut a big swath 
in the transcontinental market at 
United’s and TWA’s expense starting 
this month, when it begins simulta- 
neous flights with 707s and Electra 
turboprops. It will also deliver many 
a hard knock to Capital and Northwest 
over the East’s shorter 


One thing though is sure 


routes 
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American’s C. R. Smith, in fact, 
could well become the scourge of the 
industry for years ahead. By year’s 
end, United’s Patterson will have 
DC-8s in the air and TWA’s Charles 
S. Thomas will have inaugurated 707 
service. But by then, under present 
delivery schedules, Smith will have 
23 jets on the flight line—far more 
than any other carrier. He will also 
have received 25 Electras, a_ fleet 
second only to Eastern’s 40 Electras 


Paradise Lost 


Although he will possess a flock of 
turboprops, Eastern’s Rickenbacker 
may have a difficult year. He will not 
get delivery on his first jet until 1960 
While the Electra is an 
craft to operate, it has 
speed nor the novelty 
jet. Yet Rickenbacke1 
pit it against 707s ingeniously leased 
by National from Pan American for 
the winter “snowbird” season. More- 
Delta DC-8s before 
the year is ove1 

Adding to this vanishing of the 
paradise Eastern has known in its 
Florida market, is the advent of 
several new into Ricken- 
backer’s domain. Eastern’s boss, how- 
ever, pulls no sad faces. “The compe- 


economical 
neither the 
value of the 
will have to 


over, will have 


carriers 





Seats to Spare <a 


Business? The airlines still have 
plenty of it, have regularly in- 
creased their passenger miles 
each year since 1948. But their 
fleets, as new equipment arrives, 
have lately been growing even 
faster 





Seat-Mile Capacity 
~ 


\\ Actual Revenue 
Passenger Miles 


Ist 9 mos., 1956 = 100 
1957 
FIRST NINE MONTHS 





1956 


Result: The all-important “load 
factor’ (i.e., per cent of available 
seats actually occupied) has 
steadily declined, putting great 
pressure on earnings 
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tition,” says he, “may find it tough to 
break in. We may have been hit hard, 
but we are 
knee.” 

Headed for even rougher flying than 
Eastern, so far as competitive equip- 
ment is concerned, are Capital and 
Northwest. On some of their high- 
density both these 
will encounter jets or turboprops o1 
both. At Capital, David Baker at 
least has the Viscount, and a good 
deal of depreciation already behind 
it. But at Northwest, the best Donald 
Nyrop can muster at the moment is 
the piston-powered DC-7C. Worse, 
having borrowed to the limit to build 
up his propeller fleet (and earning 
power), Nyrop last month was try- 
ing to arrange a major (and costly) 
refinancing program that would en- 
able him to buy ten Electras in the 
last half of 1959, and DC-8s in 
1960 


not’ even down on one 


routes, carriers 


five 


The Almighty Dollar 


Already money is beginning to talk 
very big indeed in airline headquar- 
Several have recently 
found that in buying jets they have 
bitten off more than they could chew 
Last year National cancelled three of 
the six DC-8s it had on order, and 
Delta cut back an order for eight 
DC-8s to six. More such cutbacks may 
well follow 

Considering what he had to work 
with, one of the shrewdest jet financ- 
ing jobs was done by United's Pat 
Patterson, re-establishing securely his 
title as “the little banker of the air- 
ways.” Better off to start with, East- 
ern’s Rickenbacker 
tively good position as to wherewithal 
But by way of contrast, TWA, a prime 
candidate to cut back its program, has 
yet to 


ters airlines 


is also in a rela- 


announce how it (and/or: 
Hughes) will pay for the 
$320 million in jets it has on orden 
As fo1 


swing his refinancing program, it too 


Howard 
Northwest. unless Nyrop can 


may have to call a halt 

Even mighty American Airlines is 
far from being out of the woods in its 
quest for the almighty capital dollar 
Unlike United's Patterson, American's 
Smith based his jet financing plans on 
the bet that the CAB 


through with a sizable permanent far« 


will come 
increase from its current general fare 
Last July, when Smith 
held a press conference to announce 


investigation 


a new round of jet orders, bringing 
American's total outlays to an indus- 
try-leading $365 million, one 
asked him what the outcome 
be if the CAB refused to raise fares 
Smith's held 


for a good many of the other carriers 


repo! te! 
would 
which 


reply, probably 


as_ well frank 
Said he 


shape.” 


was embarrassingly 


“We'd be in one helluva 
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BUILDING MATERIALS 





SETTING THE HOUSE IN ORDER 


That was the opportunity presented by the reces- 
sion to the manufacturers of building materials. 
Some of them made the best of it, some did not. 


-Metvin H. Baker, the hard-headed, 
pioneering founder of Buffalo’s Na- 
tional Gypsum Co., does not like the 
word “recession” to describe what the 
building materials industry has gone 
through in the last two 
prefers to call it “a period of transi- 


years. He 


tion.” 

Baker is not just mincing words 
For he feels that you can hardly speak 
of “recession” for National Gypsum 
when its “recession year” sales were 
only 7° their all-time 
record and when they remained a 
solid 40°, what they had 
been as recently as five years ago 

Aiming at the “great promised de- 
mand” of the Nineteen Sixties, Baker 
had over fist. He 
had doubled his gross property in- 
vestment (to $184 million) between 
1954 and 1957. Sales had risen only 
11.7°.. But in a high capital in- 
dustry such as gypsum you can't 
capital spending with 
every squiggle in the business cycle 
Result: a tremendous 
overhead and capital charges. The 
wonder of it all that National 
Gypsum had not been harder hit. In 
1957 it still managed to earn a return 
of 9.5° on 
though operating at only 75% 
pacity 

Baker had used _ the 
transition period well. When building 
began to pick up sharply, National 
Gypsum ready. In the third 
1958, its net climbed to 
$1.24 a share, that Baker 
would beat his 1957 showing by a 
good margin despite the ravages of 
a dismal first half 


down from 


ahead of 


expanded hand 


recast your 


increase in 


was 


stockholders’ equity, 


of ca- 


obviously 


was 
quarter of 
assuring 


Well-Spent Interval? 


Baker was not alone in confronting 
a trying test. With only one relative- 
ly minor exception, the ten top build- 
-ing suppliers surveyed by Forses 
suffered a per share earnings drop in 
1958 vs. their for the last 
three years. The exception: Clif- 
ford Backstrand’s Armstrong Cork 
Co., which made little 
real money in the last decade has 
racked up an record for 
Stability. The others ranged from 
American-Marietta Co.’s slight 1.8% 
dip to such precipitous declines as 
Pittsburgh Plate Glass’ 29.9%, Crane’s 
27.8°., American Radiator & Standard 
Sanitary’s 25° 

That was perhaps to be expected. 


average 


while it has 


unusual 


FORBES, JANUARY 1, 1959 


But meet the 
challenge of the times? Backstrand 
met it well. He had had the 
prescience before the slump to insti- 
tute a 


how well did they 


very 


major cost-cutting program 
along with his plans for product de- 
It paid off 
His company’s earnings per share fo 
fiscal 1958 were 2.1 
three-yeai average 


But 


challenge, 


velopment and expansion 
greater than the 


when it came to meeting the 
business 
Her- 
Be- 


over-the- 


nobody else in the 
could hold a candle to Grove 
American-Marietta Co 
stock is traded 
Wall Street has 
tended to overlook American-Mariet- 
ta. This has been an incredible over- 
this $174.9--million 

diversified maker of 
and concrete products has been one of 


mann’'s 
cause its 


counter, sometimes 


sight 
highly 


(assets), 


cement 


the most dynamic companies in the 
U.S 

In the test ofl proht- 
ability, return on shareholders’ net in- 


classic basic 
vested equity, Chicago-based Ameri- 
can-Marietta was in a class by itself 
Every 
Grove 


year for the last five 
had 
stockholders an average of almost 35« 
on each dollar of their 
and away the highest 


y ears, 
Hermann earned his 
equity—tal 
figure in the 
highest 


and the _ second 


among all 223 

this year by 

Gillette's) 
What is more, in cash flow per $1 of 


industry 
companies survey ed 


Forses (the highest 


net invested equity, no other building 


supplier came close to Hermann’s 


company 
Master Builder 
How had 


compile such a record? 


able to 
His segment 
after all, as cy- 
Nothing if not 
articulate, Hermann himself has given 


Hermann been 
of the industry was 
clical as the rest 
the most succinct explanation for the 
success. “We confine expansion, said 
market 
demand for ou 
than the 


emphasis 


he, “to fields where our 
that 
grow 


sur- 
indicate 
will 


economy eas a whole 


veys 
taste. 
Our 


resins 1s an example ot 


products 


on synthetic 
this 

“We believe 
mann, “in 


added Her- 
that, 
through research, develop new prod- 


strongly 
emphasizing lines 


ucts and improve existing ones, not 
in lines such as plumbing supplies, 
where competitive conditions are se- 
vere. A 


and a toilet’s a toilet 


wash bowl’s a wash bowl, 


what can you 


do with them in the way of research?” 
as Her- 
nation’s No. One 
maker of valves and fittings 
tried to 
fixtures 


Recognizing this as clearly 
mann, Crane Co., the 
has lone 
de-emphasize its plumbing 
move into other, 
able fields 
(Crane 


more proht- 
Among then defense con- 


tracting makes parts for the 


Chance Vought Regulus missile) 
But so far Crane has littl 
effort Over the latest full 


five years Crane earned but 5.2% on 


to show 
for its 


its vast pool of stockholders 
Some of the 
flat failures 
Stearns, 
felt it 
Crane's 


capital 


new ventures were 


Neele 


year, 


early last yea! 
president for but a 
one ol 


necessary to liquidate 


most recent hopeful ven- 
tures 
Only 
Joseph Grazier’s American-Standard 
too, had tried 


plumbing per se 


a titanium plant 


slightly more fortunate was 
In recent years Grazier 
to get from 
(his 


produc er ol 


away 
largest 

heat- 
field: en- 


company is the world’s 


Sanitary ware and 
The new 


produc ts tor 


ing equipment) 
gineered industry, in- 
controls and 
built 
approximate ly 30°; of his sales 
But so far, like Stearns of Crane, 
Grazier has been unable to halt eithe1 


dwindling of his net 


cluding temperature 


fluid drives, which he has into 


the three-year 
or an almost continuous drop tor the 
last three years in return on his stock- 
holders’ equity. Beneath the surface 
Joe 
plishing a great deal. He 
$72.4 


however, Grazier was accom- 
has poured 
million into capital projects 
If the re- 
Per- 


Grazier has a 


during the past five years 


sults do not show on Forses 


Yardsticks 


convincing explanation 


formance 
It's a large 
and comparatively concentrated in- 
insists, 


Profits 


imme- 


vestment of new capital,” he 


“for a corporation our size 


from new investment are not 


diately realized.” 
troubles, then, were not 
altogether traceable to the 
Those of Pittsburgh Plate 
What is 1 


good al 
bode no good for the 


Grazier’s 
recession 
Glass Co 
were ersification 
Veal 

Declining orders hit Pittsburgh 


Hill just as he 


one may 
next 
Plate’s David G 


was 





YARDSTICKS OF PERFORMANCE 








COMPANY 





Pittsburgh Plate 9.0% 12.2% 
Weyerhaeuser 3.7 7.6 
U.S. Gypsum 6.2 143 
American-Standard 5.9 declined 
Johns-Manville 47 1.7 
Crane 3.5 0 
Nat. Gypsum 74 13.6 
Amer.-Marietta 15.4 43.4 
Lone Star ' 1.7 9.2 
Armstrong Cork 4.1 6.0 


completing a 33°, plant expansion (at 
a cost of $135 million). 

The first crack appeared in his sales 
of flat glass to builders, then in the 
sales of more-profitable plate glass to 
Detroit, which dropped by 25°,, fi- 
nally in for and 
paint. To add to its woes, the com- 
pany late 1958, 
and the prospects for an early settle- 
ment were not good. 

Not that Wall Street expected to 
write Pittsburgh Plate off for 
The long-time 
high return on equity and its consist- 
ently high profit 
were a matter of record 


orders chemicals 


was strikebound in 


long 
firm’s comparatively 


operating margins 


Debt: Asset or Liability? 


Like Pittsburgh Plate’s Hill. Johns- 
Manville’s Adrain Fisher his 


predecessor, Leslie Cassidy, have long 


and 


eschewed debt as if it were a dirty 


word, preferred equity financing 


when new money proved necessary 
But Fisher's extra equity was not yet 
pulling its weight. As a 
Johns-Manville’s net per share in the 
last 
further 
(21.47) 

“Start-up costs,” 


result, 


five has gone down even 


than its 


years 
(30.5°, ) net income 
Fisher, 
The 
upswing even 
the last 
might 
stock- 
Yea 
the 


says are 


pretty well behind us.” com- 


pany is on an earnings 
though sales dropped 3% in 
veal But Chairman Fishet 
have been able to give his 
holders an even happier New 
had not dilution taken some of 
joy out of his announcement 
Yet despite its highly touted inte- 
the 
Johns- 


gration of normally 
key to wide profit 
Manville, with an operating margin of 
14.2), is no match even for 

Hermann’s comparatively 

integrated American-Marietta 
American-Marietta’s 


operations 
margins 


Grove! 
non- 
And 


return on its 


7.6% 

3.4 

15.6 
declined 
declined 5.2 
declined 4) 
2.1 7) 
20.5 
9.6 8.9 
2.8 44 


13.0 
34.9 
14.1 
10.0 


85.2 
46.3 
20.5 
43.8 


347 


stockholders’ investment, of 
makes Johns-Manville’s 11.7c-on-the- 
dollar average for the past five years 
look like small change indeed. Some- 
times, it 
simply soak up too much «apital 
Clarence Shaver of growth-minded 
U.S. Gypsum, with a fortune in the 
ground and a comparatively simple 


course 


is apparent, integration can 


manufacturing process, has also avoid- 
ed long-term debt, and by 
wider margin: like Weyerhaeuser’s 
Frederick K. Weyerhaeuser, he 
none at all. 
diluted his stockholders’ 
their 


an even 


has 
Nor, however, has eithe: 
equity, and 


earnings per share none can 


period, they 
U.S 


gainsay. In a ten-yeai 


rose by a walloping 88.7 for 
Gypsum, 52.9° 


An 


shown by 


for Weyerhaeuser 


even greater rise has been 


H.A. Sawver’'s slow-but- 


Operating Profi Margin _ 


Material Advantage 


Control of raw materials is the key to 
high operating profits in the building 
supply industry. Thus, of eight top 
companies in the field, those most self 
sufficient in the basic stuff of which 
their products are made far outstrip 
the firms that must purchase others 
goods to make their own 








Five Integrated 
Companies” 


Three Non-Integrated 
Companies’ 7 
| 


* Johns-Manville. Lone Star Cement, National Gypsum 
Pittsburgh Plate Glass, U. S. Gypsum 
* American-Standard, Armstrong Cork. Crane 


198 49 SOS) 52'S 4 SS 'S 





sure Lone Star Cement: 147.1 But 
some of Lone Star’s showing must. be 
credited to plain luck 
Court decision late in 1957 permitted 
the cementmakers to compute deple- 
finished than 
pre-mixed Result 
than 
come 


A Supreme 


tion on cement rathet 
the 


earnings some 15°; 


limestone 
-25 greate1 
on the old basis, with more to 
(in tax refunds from five prior years) 

Until the 1950s, Sawyer was of the 
anti-debt school. But the 
cementmakers had had their fingers 
burnt in the early Thirties, when they 
over-expanded to an almost ruinous 
extent. Thus, 
cement 
building 
than 


conservative, 


when ever-increasing 


uses fo! discovered in 
the 


was tal 


were 


postwal boom, demand 


greatel capacity, and 


they had to expand fast 


Converted Conservative 


debt In 
Lone Star's 

$42.5 million—a 
for a firm its size 


The 


years, 


answel just sever 


increased fron 


zero to low figure 


in sales but a good- 
sized one for a cementmake 
the 
which it incurred 
But the heavy debt 
worth the trouble and 
Star’s high profit was 
For in the last 
it is neither debt policies nor diversi- 
that 
Plain, old-fashioned profit- 


particu- 
larly 


considering short time it 


was 
p oved well 
risk of incur- 
ring it. Lone 
resort 


its vindication 


fication, as such counts for the 
investol 
what counts. By going 
heavily into debt, Lor Star. Ameri- 
can-Marietta and National 
Weyerhaeuser and US 
Gypsum prospered without it 

Good ement, then 
not adherence to dogmas, is tl 
to profitability. And so it was that the 
well-run building 


ability is 


Gypsun 


prospered: 


flexible manag 
1¢ key 
materials compa- 
nies used the recession as a period fo 
putting thei: 
the others simply 


houses in order—while 
floundered 
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Unlocking the secrets of the universe 


. wonder 
drugs squeezed from coal . . . shining stainless steel forged from drab, 


brownish earth. These man-made marvels were born in the minds and 


Amazing textile fibers spun out of natural gas. . 


hands of research scientists. 


Never satisfied with things as they are, the research scien- 
tist takes apart the raw materials of nature to capture the basic “build- 
ing blocks” of the universe. Then he rearranges and combines the pieces 
into new and better things that help improve our lives. 

Research is a living thing to the people of Union Carbide— 
for it is the foundation upon which their work is built. They have cre- 
ated hundreds of useful products from such basic substances as oil, 
natural gas, ores, air, and water. And the wonders yet to come, the com- 


pletely new things of tomorrow, are being sought and found in Union 
Carbide’s laboratories today. 
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Learn about the exciting work 
going on now itn alloys carT- 
bons, chemicals, gases plas- 
tics,and nuclearenergy.Write 
for “Products and Processes” 
Booklet A, Union Carbide 
Corporation, 30 East 42nd St., 
New York 17,N.Y.In Canada, 
Union Carbide Canada 
Limited, Toronto 


U] ite). 
CARBIDE 


..ahand 
in things to come 





WACHINERY 


LOUD BARK, SMALL BITE 


That about describes 


what the 1958 re- 


cession meant to the machinery makers. 
For all the talk about a “capital goods de- 


pression,” 
came through it 


Wall 


seen a 


“Never before,” quipped 
Streeter last month, 
time when so many thought they knew 
so much about the U.S 
Even the shoeshine boy can tell you 
But the 
men who made the machinery that 
powers U.S. industry didn’t have to 
Their sensi- 
tive noses had sniffed trouble cooking 


one 
“have I 


economy 


it’s a capital goods recession.” 


ask their shoeshine boys 


as early as the second quarter of 1957 
when their sales began to level off 

At the first sniff, they began to ex- 
perience that old sinking feeling in the 
pit of the stomach. For no one had to 
tell them that a ‘recession is usually 
twice as bad for a machinery produce! 
as for anyone else. “I felt from experi- 
ence,” groaned one, “that we were in 
for it this year—that we would be the 
first hit, the hardest to fall and last to 
get back on our feet. It was just that I 
hoped in my heart that maybe things 
had changed a little.” 


Over-rated Recession? 


Much to his surprise, things had in- 
deed changed the better for 
many makers. . As_ the 
shoeshine boy had heard, a decline in 


and for 
machinery 


industry's capital spending had, along 
with the 
bottom of time, 
did 


It was 


been at 
This 


makers 


inventory 
the 
however, the machinery 


cutting, 


recession 


not entirely take it on the chin 
true that combined spending on con- 
struction and durable equipment by 
business dropped a sharp $6 billion to 
$41 billion 
slowed down, 


But while expansion had 
modernization and ef- 
ficiency-improving had slowed much 
This was very good news to sev- 
FORBES 
It meant there was 


less 


en of the nine companies in 
machinery group 
plenty of 
wide-awake Excepting 
only Baldwin-Lima-Hamilton 
Fairbanks, Morse, whose sales di opped 
the 
unscathed with 
from 1 to 


the 


business around for the 
companies 


and 


an estimated 25 
relatively 
sales declines running 
13°). Combined 
dropped just under 3 to around 
$1,750 million. They had not gotten off 
so easily in the last previous recession 
In the 1954 slump, their combined sales 
dropped a resounding 19°, to $1,250 
million 

In earnings, it is true, the machinery 
makers felt the pinch more severely 


each, nine 


came off 


sales of nine 


96 


the well-managed among them 
relatively 


unscathed. 


share 
year. Individ- 
ually, the declines ranged from Blaw- 
Knox's mild 6°, to Fairbanks, 
Morse’s staggering 67 

But. as a 
showing 


On their net pe 
off some 23.6 for the 


average, was 


very 


whole, it was not a bad 


Earnings declines of those 


magnitudes were elsewhere 


US 


common 


throughout industry It cer- 


. tainly did not support the thesis that 


1958 had been a capital goods reces- 
Says Clark Equipment’s blunt- 
Spatta: “If a 
had 
largely oft its 


sion 
speaking George ma- 
chinery company troubles last 


year, they 
making. We 


goods 


were own 


didn't see ‘capital 
Ou 
line was hot and made up for what we 
lost in othe: Clark’s score 
for 1958: a sales decline of 1.2 an 


earnings pe! 


any 
recession.’ roadbuilding 
divisions.” 
share decline of 30 
Explains Spatta: “Price 
cut our unit profit.” 

Or take Daniel C. Keefe’s Ingersoll- 
Rand. Ingersoll-Rand’s 


down about 5°,. its 


cornpetition 


sales were 
earnings about 
20 But you could hardly call that a 
real recession Ingersoll-Rand was 
still earning a handsome 20.8‘, on its 
stockholders’ capital and was having 


the second best sales vear in its his- 
tory 
Ot course 


prised the 


this should not have sur- 
Manhattan- 
Ingersoll-Rand Co. In 


prac tically every 


admirers of 
headquarte ed 
important measure 
of management performance, the $198- 
maker of 
pumps, engines, compressors and drills 
led the field by a wide margin 

Return on stockholders 


gersoll-Rand’s 23.5 


million (assets) specialized 


In- 


aver- 


equity t 
hive 
, re Vf 
age return was half 
the 16.2 ol Clark 


its nearest profit rival 


veal 
almost again as 
great as Equip- 
ment 

Unlike the utility 
soll-Rand did feel some pain 
At the three-quarter mark in 1958, its 
earnings were off from $4.59 the vea 
before to $3.33. But | 


suppliers, Inger- 


last vea) 


its dividend was 
uncut, and Wall Street estimated that 
the fourth-quarter pickup would carry 
net to $4.75-$5 pe 
Chairman Keefe's 
of 34 
(but just below) 
would still be three 
those of its 


full-year share 


That 


margin 


meant proht 


an average since 1950 
fall below 
1958 and 

than 


would 
30 in 
times higher rivals 
on average 
as doing 


al Inge 


Indust! 


fact, the 
Chairman 
Keefe is a strong-minded, order-bark- 
ing boss of the old school that puts no 
So the public 
amazing story. “If 


no crowing, however In 


company rarely even talks 


store in public relations 
IR’s 
you really want to know a man,” says 
ask his 
In this case Ingersoll-Rand’s 


rarely hears 
the cynical old saying, “go 
enemy. 
arch-competitor is more ready to talk 
about Ingersoll-Rand than that com- 
pany 1s itself 
“Ingersoll-Rand,” says Walther Feld- 
mann, president of rival Worthingtor 
Corp., “is the most amazing phenome- 
non in American industry How do 
Keefe and hand-picked President 
R. H. Johnson do it? A look at IR’s de- 
preciation tells much of the 
For each dollar of net 
for example, Combustion Engineering 


account 
story income 
takes down 69c in depreciation, Fair- 
banks, Morse 8 
charges a mere nickel to depreciation 


Ingersoll-Rand 


With only three plants of any conse- 
worth 
to turn out a dollar 
Worthington 
Fairbanks, 


business 


quence, Keefe needs only 12 
of gross property 
Rival 
35c (in 34 plants), 
14.3c. Thus 
Keefe merely cuts 
but Worthington o1 
must idle whole plants 


needs 
Morse 
slackens 
night shift, 
Fail banks, Morse 


of sales 


Ww he 1 


out a 


Bar Sinister 


But for all Keefe’s efficiency, there 


was a bar sinister to the gleaming IR 
IR sales over the past five 
only 5.1 


Combustion 


escutcheon 


years have grown com- 
En- 
gineering managed to push volume 


15.8 Blaw-Knox 


And IR had no overseas plants 


pounded each yea 


ahead annually, 


12.8 
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traditionally faster-growing and high- 
er-margined than the U.S. variety 
It seemed to be cussedness rather 
than necessity that had dictated Boss 
In- 
century- 


Keefe’s close-to-the-vest policies 
gersoll-Rand’s nineteenth 
type annual report (one sheet of pape: 
folded over) read more like a bank's 
statement of position than the finan- 
cial apologia of a major manufacturer 
Keefe’s $103.6-million cash and gov- 
ernment bond hoard pile alone came 
to half of total Wall Street's 
verdict: you could play it too close to 


assets 


the vest 

It is obviously not much fun to be 
constantly held up for comparison with 
a profitmaker like Ingersoll-Rand. But 
that’s rival pumpmaker Worthington’s 
fate. “We haven't just stuck to 
knitting,” says Worthington President 
Feldmann in defense 


our 


“We've gone in 
for 
But 


trasts 


the hazardous and spectacula1 
Worthington’s 

badly with 
introversion 
Hobart C 
Feldmann, who swim in a 
fatter fish In- 
gersoll-Rand, had a partial explana- 
“In the 
17 divisions where we are 


derring-do con- 
Ingersoll-Rand’s 
smug 

Chairman 


President 


Ramsey and 


glass bow! shared by 


tion for their thin comparison 
five of our 
directly competitive with Ingersoll, we 
don’t compare as poorly,” explained 
Feldmann. “We ail 
litioning while Ingersoll typically kept 
out,” he 


went into con- 


continued. “It’s been one of 


the big drags on our over-all oper- 


ation, although our pump lines have 
lone very well.’ During the recession 
Ramsey and Feldmann saw their sales 
3.4 $191.5 
million, profits 
11.7' I $6.23 pel 


to about $5.50 


estimated 
$185 


all an from 


million to thei: 


slide a steepel om 


share 
Embarrassment of Riches 


For the 11,400 stockholders of Madi- 


son Avenue’s $202.3-million (assets) 


Combustior 
sion wasn't even that bad 
of the Septemb« I 
$252.5 


the 
By the end 

sales of 
1957 
levels and net, at $1.75 per share, some 
20°. above the $1.45 of the year be- 
fore. Chairman Joseph V. Santry and 
President Hubert G. Ebdon of Com- 
bustion Engines get 81 of thei: 
business from utility and shipbuilding 


Eng neerimne eces- 
quarte! 


million were 60 above 


ring 
customers who buy their steam gener- 
ating equipment. That kind of business 
involves lead time of about two years 
Thus 


last to 


Irom new 

Combustion 
ride the 
the last to 


So in 1958, 


order to shipment 
Engines ring is the 
recession curve down but also 
the 
CSP was 
benefit of orders placed in 
1956 
othe edge ol the 
in 1959 


ride recovery curve ip 
getting the 
boomtime 
gut shareholders would feel the 
double -edged sword 
With a decline in 


big 


utility or- 
evidence since 

vill catch up 
Prob- 
down to 
the 
earnings 


the $2.75 


ders fo boilers iu 
1956, this 
with Combustion Engineering 
able 1959 sales 


around 


year reeessior 
, 
resuits 


$320 trom $370 


1958 


$2.25 fron 


million 
million expected in 
down to about 
CSP probably last 

This counter-recessionary 
didn't last year for CSP’s 
rival, Babcock & Wilcox. B&W really 
felt the In 1958 B&W netted 


an estimated 5.9 o1 


maace yeal 
tendenc’ 
work big 
recession 
shareholders 
Combustior 
11.2' This eversed 
five averages wherein B&W 
out-earned CSP 12.2 to 10 
sales rose 2.6 in the first 
of the vear, but that was cold comfort 
to President Morris Nielser 
proht nlummet 10) The chief 

that Nielsen 
] 


low -pronht poiers 


while racked up a 
their 
had 


B&W 


months 


equity 
probable 


veal 


nine 


SOI to this was 
shipping more 
tubula produc 


t guessed that Nielsen's 


higher-margined 
Wall Stree 


' ; 1OnK 
creased t Sales in iYoYv wo 


ipbulal 


push net te ec 1 pei 
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George 
Co 


million 


Spatta’s Clark 
took its knocks 
(assets) Buchanar 


Equipment 
The $104- 
Michigan- 
headquartered Clark makes auto parts 
(26 


ery 


also 


of sales), construction machin- 
y (28%) 
equipment (46 ) 
lines 


materials-handling 
Hit in all of 


constructior 


and 
his 
except 
Spatta’s pel 


nachinery, 
share net fall to 
$2.50 last 
1957 

Clark's net 
10.1 o! 
hardly bad fo 
maker in a 
still 


took : 
around touching 


$3.57 in 


year alte 


amounted to a 
stockholders’ 
a capital goods 


And Clark 


] ; 
enviable 1\ yeal 


Even SO, 
retur! ot 
equity 
recession yea 
nad an per- 
16.2 


President 


mance average By earning 


Oo! shareholders equity 
George Spatta ran 


soll-Rand’s Keefe 


manage 


second to 


Inger- 


ment 


Highway Fetishist 


; , ‘ 
S policy has been 


his 
itomotve 
Spatta 


sales in lines where he could us¢ 


skills acquired In MaKInNg i 
Last Februar 
move snapping 1} 

75.000 sha 


parts made a 


typica Brown 
Trail rs 
It made 
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rs & dozers. hl 


what 


To! 
Stock this sense 
big stake ir 
its scrape 
a stake i move 
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to an old auto pa 1 


wavs it builds 
trick 
explair 


broader sense 


naterials-handling on w 
Fo 
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ident W 
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Combustion Eng 
Ingersoll-Rand 
Worthington 
Baldwin-Lima 
Link-Belf 
Blaw-Knox 

Clark Equip 
Fairbanks, Morse 


FORBES, JANUARY 





second year for Snyder, cut his earn- 
ings 6% from the $3.99 per 
1957 

Cord Snyder has changed the one- 
time sprawling bucket-to-batching 
plant maker into a tightly run oper- 
ation. Result: profit margin up from 
7.7% in 1951 to 10.7, in 1956 
consider us in sound shape,’ 
vows, “until we make 12°; 
It was clear that he had a good 
way still to go, with the 1958 margin 
down to some 9°, 

Chicago's Link-Belt Co. is what Wall 
Street calls a “Gross National Prod- 
uct stock.” Link-Belt 
sprockets, bearings, couplings, pulleys 
and clutches into 
transmission materials-handling 
in no than 55 U.S. industries 
Where industry, utilities, takes 
nearly 80°, of Combustion Engineer- 
ing business, Link-Belt gets no more 
that one tenth that amount from any 
That means 
the 


are 


share of 


“I won't 
Snyder 

before 
taxes.” 


makes 


gears, 
which go powel 
and 
less 


one 


one group of customers 
of course, that the 
$107.7-million (assets) old-line 
tied almost directly to the economy as 
a whole ; 

Unfortunately, 1958 was no year to 
be a GNP company. Link-Belt was one 
capital goods maker that failed te show 
up well in the recession. By the end of 
the third Robert 


fortunes of 


quarter, President 
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C. Becherer’s sales had fallen from 
$127.6 to $106.4 million, and profits 
were off from $4.21 to $2.33 per share 
It looked like a $3 year for the run- 
down power specialist, worst showing 
in the postwar period. To symbolize 
the fact, Link-Belt directors chopped 
the dividend from 75c to 60c, cut out 
the year-end extra 

It was quite a deflating experience 
for a company whose operating profit 
margin had averaged 14.1‘ 
a showing second only to 
Rand's 34.9° But it 
conviction in many _— stockhalders’ 
minds that Link-Belt was, despite its 
margin, not doing anything for their 
margin of profit. Net pe 
47.5 
Several hundred thousand 
shares issued for acquisitions had ap- 
parently diluted equity. Sales 
growth on those terms was question- 


since 1952, 
Inger soll- 
reinforced the 


share, in 
fact, had advanced only 
as total net 


as tast 


their 


able helmsmanship 


The Troubled Ones 


Sorriest investment performances 
among ForsBes’ nine heavy machinery 
makers were put on by two companies 
with plenty of troubles. Philadelphia's 
$143.3-million (assets) Baldwin-Lima- 
Hamilton chugging up & 
downhill since 1950 with only. Tooner- 


ville profits to show for it 


has been 
The forme 
steam locomotive companies put thei: 
togethe: to 
take the 
They 
up with very little in the way of profits 
to date 

None of thei 
Chairman George Rentschler or Presi- 
dent McClure Kelley thei: 
Toy as they might with 
diesel-hydrauli 


corporate heads 


find 
something to place of a 


vanished industry have come 


colleagues envies 
rebuilding 
jobs proto- 
locomotives 01 
Rentschlet 
were looking to the businesses 
1951 and 1954 to 
out of the sand. Best bets 
mills 


type 
atom-powered ones 
Kelley 
bought up 
pull then 


hydraulic 


and 
between 


presses, rolling and 


electronics, though bread and a 


little butter 
earthmoving and roadbuilding équip- 


very 


have been provided by 


ment, steel castings and 

BLH was one of the two major ex- 
ceptions to Forses’ contention that the 
makers 


recession It 


forgings 


capital goods looked pretty 
solid in the figured to 


earn about 85c per share, way down 
from the $1.48 of 1957 as sales slumped 
to $135 million $184 million the 


yeal 


trom 
Balawin-Lima-Hamilton’s Kelley 
thought he was doing a hard job rea- 
sonably well. “Last year was difficult, 
to say the least,” he sighed, “but oun 
worse the 

Yet the 
past five years, BLH has rung up low- 
ranking 
(4.2), 


of book 


performance was no than 


rest of our industry ovel 


scores in return on equity 


cash flow (a mere 7.3c per $1 


value) and growth in share- 


holders’ investment (a creeping 2°; 
compounded increase yearly). Clearly 
the old huffer-puffer was on a long 
long upgrade to profits 


After Silberstein, What? 


Chicago’s hunted, harried, $94.5- 
million (assets) Fairbanks, Morse was 
the other machinery maker with a sad 
year to show for 1958. Last year the 
old (1891) Windy City scale, pump 
and engine maker shook Leopold Sil- 
berstein off its back but wound up the 
year 77°, -owned by a nearly insolvent 
Penn-Texas. Fairbanks, Morse, in 
fact, hardly seemed worth all the 
fighting sales were down fron 
$120.3 million to $90-odd million, 
earnings about 80c a against’ 
$2.43 in 1957 

Nor was this entirely attributable to 
the proxy fight. Fairbanks, Morse’ has 
been going downhill for years. It had 
the worst growth in net per share of 
any: company in Forses’ group 
cent 
half decade ago. It 
44.3c of plant, for instance, for 
banks to produce $1 of 
Link-Belt 


sha re 


its re- 
have averaged 


those of a 


earnings barely 
took 
Fair- 
sales. Even 
but 34.3c of brick 
and Ingersoll-Rand only 12 
For each employe, President Robert 
Morse Jr. could but $292 in 
net profits. Ingersoll-Rand could show 
no less than $4,040, Clark $1,266 
Link-Belt $1,076. And Morse’s 7.2 


operating profit margin was no more 


needed 


mortar, 


boast 


impressive than his five-year average 
return on 


one half, that of big pump 


Worthington 


investment of 5.6 just 


rival 


Feeling Cockier 
‘This 
Morse of 1959, 


money on. the 


Veal 


Bob 


more 


owed young 
“we'll make 
same volume The 
heavy industry 
he, “went to hell in a 
1958 Bob Mors« 


the 10 increase it 
twee 


equipment explained 
handbasket ir 
Was pleased with 


be- 


quarters 


orders 
third 


business for’ his 


new 
and 
which spelled bette: 

fourth. It 


and 


n his Sec ond 


portended increased sales 
1959 
springing back from a state of shock 

But if Bob Morse thought that the 


springback 


earnings in a economy 


would ye something to 
turn cartwheels about, he was prob- 
ably doomed to disappointment. Few 
machinery makers honestly expected 
1959 to turn 
them 


consume! 


into a boom year fo 
that 


government 


> 
Reason economists Say 


spe nding and 


outlays, not capital spending, were 


Cap- 


climb 


powering the year-end upturn 
they think, may 
best. For the 
machinery companies that was not en- 
tirely discouraging, however. They 
were feeling a lot cockier they 
discovered that the latest 
bark was worse than its bite 


ital spending, 


about 5 at well-run 


once 


recession § 
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Talk about a packaging job! 


= Rohr takes a bare engine and adds up to five thousand Rohr- 

built parts to provide complete power units for most of 
America’s leading airliners (such as the beautiful Convair 880 jetliner shown above. ) 
These complex jet pods represent but one of the many kinds of aircraft parts designed 


and built by Rohr for such famous airplane builders as Boeing, Convair, Douglas, 
Lockheed, McDonnell, and North American. 


WORLD'S LARGEST : PRODUCER OF COMPONENTS FOR FLIGHT 


AIRCRAFT CORPORATION 
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PACKAGING 





WHAT’S INSIDE THE PACKAGE? 


It would be hard to do otherwise than well in 


the booming container business. 


Even so, 


good management counted for a lot last year. 


One particular statistic has long be- 
mused Wall Street. It is that the vol- 
ume of packages sold has trebled in 
the past 20 years while population has 
increased but one third. That statis- 
tic should have produced a jackpot 
for investors in packaging stocks 
Did it? 
company in the packaging industry 
has well the 
past five years. Boxes and bottles often 
wrapped up more profits than touted 


To-a degree every large 


done reasonably over 


tubes and transistors. And every one 
came through the 1958 recession rela- 
tively unscathed. But, as 1958 
more demonstrated, there were some 
very sharp differences in the degrees 
in which the various companies suc- 
this 
profits 


once 


ceeded in turning some of tre- 


mendous growth into for 


shareholders 
A Modest Package 


Ohio's middling-sized 
$67.8 million) Anchor Hock- 
ing Glass Co., 


Lancaster, 
(assets 
for example, wrapped 
than its share of 
Glassware-and-bottle-mak- 
Anchor Hocking did not make a 
particularly big 


up more profits 
growth 
ing 
package com- 
pounded rate of sales growth over the 
five years has been the smallest 


But 


past 


past 
of any of packaging’s Big Seven 
Ove 
Hocking’s 
Fisher 
on his stockholder’s 
Dur- 
recession, when rival packag- 
hold profits 
Bill Fisher actually boosted his 


was pure gold the 
years Anchor 
William V 
14.2 


equity and a cash flow of 22.1' 


inside 
five Presi- 
dent 


a return ol 


has avel aged 


ing the 


ers were doing well to 


lev el 


share profits an estimated 7.2‘ 
the 


pel 
above 1956-58 average to a new 
high. 

In 1958, too, President 
Fisher up an estimated 
profit after taxes on each dollar of his 
stockholders’ equity. That was 
pressively better than the 
earned by Chairman John P 
of Toledo, Ohio’s $417-million 
Owens-Illinois Glass Co. Six 
as large as Anchor Hocking, Owens- 


Illinois TV 


tubes to corrugated cartons, was more 


William V. 
rang 15¢c in 
im- 
13.4c 
Levis 
assets 
times 
made everything from 
closely tied to the ups and downs of 
business in general 

But even such pleasant comparisons 
Alone 
liberal 
Anchor 
Hocking owes penny of debt 
Thus, if Forses had computed return 
on total investment, Bill Fisher's rela- 


failed to give Fisher full credit 
which 
borrowed 


in an industry makes 


use ol money, 


not a 


tive performance would have been all 
Every other pack- 
borrowed 


the more striking 
age had 
working to make money for its equity 

Anchor Hocking’s 
stood on its 


make dollars 


dollars common 
feet “To 
compute return on invested capital in 
book 
“pe nalizes the debt-free com- 
Had Fisher's 


fiscal conservation resulted in a ster- 


equity own 


terms of value 


Fisher, 


pany 


only,” objects 


such as our own = 


ile use of equity money, it could be 
argued that he was lax in not borrow- 
ing. But the objection would not hold 


Anchor Hocking’'s 
holders’ last 


return on share- 


money year was highest 


in the business 


Fisher shared with John Levis 


MOVIE, MOPPETS AND PEANUT BAGS: 


7 
a 


$10 b llion industry was hardly peanuts 


Owens-Illinois the highest return on 
plowback in the business. For 
dollar of profits Bill Fisher 

into Anchor Hocking, he raised profits 
20c over the latest five full years, sec- 
ond only to Owens-Illinois’ 22c on the 
plowback dollar. By contrast, William 
Stolk’s sprawling, 90-plant American 
Can but 9c of plow- 
back to Calder’s Union 


out only & 


every 
plowed 


down 
Alex 
Bag-Camp squeeze d 


brought 
net 


No Watering-Down 
Fishe: 


quiet, unspe 


7 
accomplished ali this in <¢ 
His An- 


ged with no 


{ 


tacular fashion 


chor Hocking met one 
continued selling its inexpensive tum- 
bottles ata good 
Because it eschewed 


Hocking av 
equity 


blers ovenware and 
profit 


An hor 


Stax kholde Ss 


mergers, 
diluting 


othe I 


oided 
While 


packagers, by merging and 


splurging 
over the past five years diluted com- 


mon shareholders’ equity in the re- 
much as 69 


Bag-Camp) 


company by as 
Can, Union 


retiring 


sultant 
(American 
Fisher by preter ed_ stock, 
actually boosted Ar Hocking net 

share 8.1 fi than net earn- 


cnol 

pel 

ings! 
Anothe1 Ancho1 Hock- 


individualisn its refusal to 


aspect 
ing s 
join rival packagers in broadening its 
product line to include non-glass con- 
tainers 


Wall 


majo! 


This stubborn spec ialization 


Street thinks one of the 


for Ancho1 
So it 


Was 


reasons 


Hox king S 


high profits hardly sur 
prising that Bill Fishe: 
in profitability (see chart, p 
Chairman Walter Paepcke of Chicago's 
Container Corp. of America 


to paperboard boxes as 


‘s closest 


102) was 


Paepcke 


stuck stub- 





bornly as Fisher stuck to his glass 
No empire-builder, Paepcke was more 
interested in profit maximization than 
in such modish fads as product inte- 
gration. 

“A box is a box,” says intellectual 
Paepcke with a nod to Gertrude 
Stein, “a bottle is a bottle, a can is a 
can.” While Owens-Illinois boxed 
up National Container in 1956 and 
Continental Can grabbed Rebert Gai 
the same year, No. One independent 
paper packager Paepcke refused to go 
into tin cans or glass bottles to give 
customers one source of supply. If 
they wanted paper containers, Walte: 
Paepcke big effort to 
to them—at a profit. If they 
bottles o1 they 
Not only that, but by 

go after big timber 
reserves or southern mills Paepcke 
remained a and _ profitable 
bird in his own integration-conscious 
industry. 

For all his maverick methods, Pa- 
epcke could show highly satisfactory 
profits: an average five-year 
on book value of 15.4°,, nearly twice 
that of tail-ender Fibreboard (8.4°; ) 
and a good step ahead of rival Union 
Bag’s 13.7° Every year for the past 
five, Container Corp. shares have in- 
creased an average 9° 
in book value. By 
Illinois’ per share 
ward only 1.6 
3.7%. 


made a sell 
insisted 
on cans could go 
elsewhere 


refusing to 


rire 


return 


(compounded) 
Owens- 
crept 


contrast, 
equity for- 


. American Can’s only 


The Sick Man 


Paepcke’s all-paper did 
not show the improvement last vea 
that San Francisco’s broadly-based 
Fibreboard Paper Products did- But 
then Fibreboard had had a great deal 
more improvement. Biggest 
paperboard producer in the West 
(425,000 capacity), Fibreboard 
nevertheless drew on a hodgepodge of 
building materials—asphalt 
gypsum, paint and linoleum among 
them—for almost one fourth of its $126 


operation 


room tor 
tons 


roofing, 


YARDSTICKS OF PERFORMANCE 


million sales. By chucking his in-the- 
red Eastern mills, President William 
L. Keady’s hybrid of Pabco Products 
and Fibreboard Products 
1956) bettered 1957 
$2.47 per share by some 30x 

That was still a far cry from Fibre- 
board’s $3.66 of 1956 or 1955’s pro 
$3.78, but it Keady 
was making real progress curing what 
had the sick man of the 
container business. Sailor Bill Keady, 
former president of U.S. Gypsum and 
Marathon, knew 
growth companies. In 


(merged in 


its earnings ol 


forma proved 


once been 


way around 
hits Western 
Keady found the kind 
And 


in no less than three vardsticks of in- 


his 


boom territory 


of growth he was looking for 
vestment performance, Keady showed 
yearly 

pei (up 19.8°,) and 
(up 25.5°,). To off 
Keady’s 5,100 shareholders got a divi- 
dend $1.20 in 


it: sales growth up 28.6 
1952, net 


cash flow 


share 
top it 


from 25c to 


boost two 
short years 

As No. Two paperboard package! 
Keady had taken his lumps 
1958. So. to a lesser degres 
Paepcke 


makers were operating at 


“arly in 
had Con- 
tainer Corp.'s Paperboard 
85 ol 
first six months as 
The 


course 


Ca- 
pacity the 
92 the 
operating 
the 
] 


LOW € 


igainst 


year before lowe 


rate, ol the ! 
board ana 


But Keady 


encourageme! 


cost of each ton ol 


the unit profit 
take 
by November. paperboard ata record 
300,000 


‘ 


Paepcke could 


weekly barreling 


more at 


tons was 


along once 95 of great! 


augmer ted 


That 


capacity 


was small consolatior te 
Chair Alexander Calder S$ ot 
New York's $160-million 
Bag-Camp 
Containe: 
perboard producet 


Alex Calder’s 


ranging trom 


nan 
sales Unior 
Paper, integrated (as 
and pa- 


alf 


bags 


Corp. is not) kraft 
Almost h 
volume is in 
that kid 
iltiwal 
toughies for cement and fertilizer. At 
his mammoth, highly efficient Savan- 
nah plant in the heart of 


grocery bags 


can blow up and burst to m 


low-cost 


I pine ¢ 
t probably 
ape products 


arg s show it Ol 


ales dollar fo 

arl those of 
Anchor Hocking 

But there 


ry, 


double 


iS a MI 
to vestors betweer 
gins and true 
profitability s« 
look as good 
eturn on equity 


considerably lowe! thar 


Containe: Corp.'s 
14.2 


arnings 


Hocking’s 
1958 e 
trom $2.49 in 


titv last 
an 10 


eq Veal 


One 


acquisitior 
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American Can 
Continental Can 
Owens-illinois Glass 
Container Corp 
Union Bag 
Fibreboard Pap. Prod 
Anchor Hocking Glass 
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whopping 69.2%, but had yet to prove 
worth the watering down Even 
counting in Union Bag’s big depre- 
ciation charges, its 1958 return on 
equity was among the lowest in the 
industry 


Cans 


For their President William C 
Stolk of industry giant (in 
American Can and Chairman Lucius 
D. Clay of leader (in Conti- 
nental Can were nip-and-tuck in 
of packaging’s fastest-moving battles 
American still the 
vorld’s biggest maker of (spew- 


Battle of the 


part, 


assets ) 


sales) 
one 
for position was 
cans 
ing out one out of every two made in 
the U.S.), but Bill Stolk 

wore the sales crown. Clay 
Stolk, 

Paepcke and third in 
to Levis Fisher, but 
added it Clay was 
top of the packaging industry 


longe} 
still 


second in 


no 
was 


second in cans to 


glass 


boxes to 


and when you 


all up, sitting on 


dol- 


lar sales 


Last year American Can stockhold- 


ers could ning 


‘med 


Luke 


Follow ing 


hardly avoid beco 
the fact that Stolk se« 
finally to be fighting ambitious 
Clay at 
Concan’s mergers of Robert Gai: 
Hazel-Atlas 
Canco 
first time by picking 
up Marathon Corp. (Northern tissu 
Waxtex) and Dixie Cup in 1957. Can 
co's growth otherwise had been spec- 

1958 
little 


decade before 


aware ol 


his own game 
( pa- 
Stolk 


consume! 


per) and (glass) 


had 


products for the 


brought into 


esti- 
bette: 


with 
earnings of $2.80 
than $2.43 per share a 
1934 to 1957, 
but 134 Owens-Illinois 
smallish Anchor 
income climbed 1,400 

Stolk’s 
up 


tacularly mediocre, 


mated 
Canco net 


From income 


rose net 
rose 427° Hock- 
ing’s 

Bill 


shows 


agonizing profit pinch 
vividly in 
the 


depression 1934, for example, 


most Canco's 


shrinking margins ove} years. In 
Canco’s 
solid 
fallen to 12.7 

(Continental Can’s, 


slipped 


operating profit margin 
20.5°, of sales. It had 
by the end of 1957 
that 
precipitously 
Yet Anchor 

15.3' the 
downwards only to 14.3c by 
of 1957 


Was a 


for matter, even 
from 22.7°% to 10.5%.) 
Hocking’s 1934 profit of 
sales dollar had edged 


the end 


more 


on 


What Materials Do You Use? 


What the difference? In a 


avord Glassmen such as Levis 


made 
costs 
Fishe) 


soda ash and limestone 


and need merely scoop up 
from the 
nearest pit for a Can 
on the faced 
a steady up-spiral in their major raw 
tinplate 
boosted six times in six years 


Concan 


sand, 
literal pittance 
makers, other hand, have 
been 


While 


can 


costs have 


material: 


and Canco have raised 


prices eight times over the same 
they 


on soaring labo: 


pe- 


riod, have not been able to pass 


costs as well 


102 


But better late than never, and last 
President Stolk’s bright 
the culmination of his 
cost-reduction the eighth 
preparing tinplate 


yeal smile 


was for steel 
program: 
plant devoted to 
cutting steel- 
One 
process 


But 


do-it-your- 


from Canco’s own coils, 
out of 


Canco 


men processing profnts 


workman can now 


for 40 million cans a yea 
until 
selfer Stolk’s homegrown tinplate 
the bite 

Rival Continental Can also was ex- 
pected to out 1958 slightly 
ahead of 1957's $3.52 share earn- 


Company management made no 


plate 


not this will 


1 


yeal 
put 
on costs 
( lose 
pet 


Ings 


PROFIT PACKAGES 


Growth at the expense of equity dilu 
tion and tightened profit margins does 
stockholders little good. When it comes 


to sheer profitability, the container 
industry's two star money makérs have 
had relatively slow rates of sales gains 
over the last half decade 
In profitability, as measured-by 
cash flow to equity over the latest 
five full years, Anchof-Hocking and 
Container Corp. led the field 


‘lh 


"Tnchor- Container my Con. Can Amer Fibre. Owens- 
Hocking Corp Car board n 

but you wouldn't have guessed 
it looking at the sales figures 


n. Can ® Union En Contemer Anchor 
Bag Can Conp Waching 


rowth 
~~ Ww 
wn o 


Sales G 


—_ 
wv oO 





Compounded Annua 
s 


wn 


that cans had 
than Clay’s 


general had 


fact 
rather 
The 
deployed 1 million shares for scratchy 
Hazel-Atlas and 2.4 


Gair’s boards and boxes 


the 
profits 


bones about 
carried 
flashier acquisitions 
glassmake1 mil- 


lion for but 


they were still watering down Clay’s 
equity rather than beefing it 

Canco could 
rival Continental mar- 
that thicker, 
gh tending to thin down in recent 


up 


boast one advantage 


ovel a profit 


gin has always been 
thou 
years while Clay was fattening his up 
“Profit margin is vital, Canco 
VP G. J. Madge, “as it indicates 
efficie itly operations are conducted.” 

Perhaps. But in a 


basic in 


says 


how 


wide range ol 
tests, Conti- 


bet- 


nore vestment 


nental has given shareholders a 


| 


ter performance for their money. Clay 
has returned 18c each dolla: 
plowed back—exactly double Stolk’s 
Continental’s 17° average 
annual growth rate in sales since 1952 
was well ahead of Canco’s 10° 
its age annual increase in 
flow per share—at 24.1 
to Fibreboard’s 25.5 was nearly 
double Stolk’s 13 In fact, in all but 
one of Forses’ ten performance 
ings, Continental Can is 
American Can 


on 
showing 


and 
ave! cash 


, second only 


rat- 


superior to 


Anti-Recession 


All in 
ing 
their 


all, 


companies 


the 
thank 
picking a 
hurt by the U.S 
recession. Of the 

FORBES packaging 
likely to issu¢ 
1958— Union 
with profits down an es- 


investors in packag- 


could luck o1 
own prescience in 
little 


worst postwal 


business so 
seven 
companies in 
only 
lower final 
Bag-Camp, 
timated 20 
dividends 


group, one Was 


figures foi 
In a year of red ink and 
the 


reason- 


passed elsewhere 
eal ned a 


11.6 on stockholders 


company cut its reg- 


group on average 
ably 


equity 


good 
No 


dividend 


ular 


That was a reasonable performance 


by any ‘investment standard It 


spelled a happy stability, for so much 


of what packagers sold was ultimately 
wrapped around something that just 
had to be sipped, swallowed, smeared 


unlike 


automobiles 


or spread postponable TV 
Even the 


with 


sets ol two 
lowe! 


the 
uture 


packaging companies 
had really 


present while planning fo. 


profits tripped over 
the I 


irom 


but 


because paperboard suffered 
last 


production lines were 


overcapacity their new 
idle 
head 


non-consumel 


yeal 
over- 
when 

thei: 


laste! 


drag on earnings 


lines pick 
will 
their 


in packaging 


up, 
profits probably up 
than 


brethren 


pick 
those of more defensive 
It could all be summed up as 
But 


non-contormity 


satis- 
Paepcke’'s 
Fisher's 

there 

the 
had 
Can 

papel 


makers 


factory except fo! 


brilliant and 
penny-watching | profitability 
little 


showing 


brilliance in 
Con 


one 


was very real 


industry petitors 


begun to resemble anothe) 
makers jumped into glass and 
Glass makers pushed can 


Can n 
back in 


out 
foods pushed 


ight 
makers pushed both 


of baby 


laKerTS 


glassmen bee Paper 
back with froze1 
food packé iging 

But 


prestige 


performance not product ol! 
being the key toprofitability, 
it was obvious that topnotch manage 

ment did not always follow the 
At least that 
moral in the 
cost-watching 


Ancho1 


packaging 


crowd 
would seem to be the 
fact that close-pursed, 
Containe! Cory} 

Hocking were 


industry's 


) ana 


modest easily 


the 


top pront- 


makers 
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Banana Harves 
United Fruit Points a Moral on U.S. Enterprise Abroad 


pe last week Dr. Milton Eisenhower, Ecuador, Costa Rica, Colombia, Panama past 11 years, its shareholders have en 
wearing the familiar family grin, and elsewhere. In 1957 its Great White joyed no capital gains. In a dynamically 
touched down at MATS Terminal in Wash- Fleet of 61 ships brought no fewer than expanding U. S. econdmy, United Fruit, 
ington on his return from a combined 26 million stems of bananag into .this indeed, barely has held its own 

fact-finding mission and good-will tour country. The company also cultivates In contrast, the company has done con- 
through Central America. Nowhere on substantial acreages of sugar cane, cacao, 
his odyssey, happily, did he undergo any- abaca, palm oil and timber, and owns 
thing comparable to Vice President Nixon’s nearly 1,400 miles of railroad. Seeking 


spicuously well for its host countries—as 
they themselves are beginning appre 
ciate. In 1954-55, the year analyzed by 
ordeal of last May. One reason could be still further diversification, it is now on NPA, its expenditures in the six-natior 
that, in the wake of that near-disastrous the prowl for oil and natural gas, bauxite, 
journey, the President’s brother chose a iron ore and other minerals. Already the 
less exposed itinerary. Even so, he en- concern and its subsidiaries boast assets 


area totaled $139 million, and it provided 
foreign exchange benefits of almost $76 
million Except in Colombia Unifruitco 


countered occasional cries of “Milton, go of nearly $400 million. If far from gi tax payments constituted more than 6 


home!” and, by his own account, more gantic by U. S. standards, compared with of total government revenues. Significant 
sharp words than on any previous visit. most Central American ventures, it is a 
The U. S., it seems, for all its efforts to colossus 

woo popularity, is not universally beloved 
in the lands to the south. Indeed, a search- 
ing reappraisal of this country’s relations 
with its Good Neighbors in this Hemi- 
sphere is emphatically in order 


ly, too, the acreage yield of its plantations 
was 20 times the average for all other 
improved farm land. Al} in all, the com 


left in its production area more than 


Its growth, however, has not come pany 
easily. For few enterprises on the globe $7 for every dollar it took out in profit 
face as dismaying a profusion of risks, Yet the demands on Unifruiteo go be 
year in and year out. To begin with, its vond dollars and cent It plantations 

In casting about for a pew approach, main source of income, the banana (which lie in areas previously undeveloped, often 
Foggy Bottom should look hard and long NPA calls an implausible product), is almost 


ininhabited The company, then, 
at the achievements of certain private singularly susceptible to a host of plant 


must supply all the necessary community 
concerns in this same touchy area. Very and soil diseases, as well as to windstorm services 
much in point is a fact-filled volume pub- and flood. Equally threatening Uni- churches, 
lished today by the National Planning fruitco prosperity are strikes the so Fruit 


homes, s¢ ‘ , no pitals, 
roads and itili United 
housing, to take it ingle ex 
Association, the seventh of its case studies called banana republics or on the docks ample, is the best provi ag iltural 
of U. S. business performance abroad where its highly perishable cargoes are workers anywhere in rop The 
The authors, a former president of Ecua unloaded. Adding to the company’s woes company also pays wages and fringe bene 
dor, Galo Plaza, and a respected economist, was the Justice Department’s recent anti- fits well above the going rat As an en 
Stacy May, describe in detail what they trust fight to dissolve it, which ended this lightened employer in inderdeveloped 
call the “rough road to success” of United spring, when Unifruit signed a consent lands, it is running a private program 
Fruit Co. in Latin America. From thei decree, promising eventually to form a new far more comprehensive than the much 
exhaustive study of the world’s greatest competitor out of its own assets. Yet touted Point IV 


banana empire, certain lessons emerge perhaps most hazardous of all is the cir Here, then, is a vigorou ions for 
, to many a sensitive Latin, free enterpri 


more for Pan-American solidarity than this foreign-owned venture, launched in for 


Business-minded Unifruit has accomplished cumstance that se. taking on inordit re 
relatively mall profit. Whils 

all of Washington's costly market manip- the flamboyant era of dollar diplomacy, Washington’ lavish grat and loans 
ulations in coffee and non-ferrous metals long has symbolized U. S. imperialism. To prove unproductive, or wo Inited 
Similarily, the Boston-based corporation, some, the very name United Fruit con Fruit vields rich rewards bo »TY.8 


in fostering economic progress in the less jures up an image comparable to that of i to Latin America. Moreover, while 


oe anc 

developed countries, puts to shame all the the Abominable Snowman in the mind of inter-government. deal . support of 
creaking apparatus of foreign aid. In both a Sherpa guide coffee, for example, already have cost this 
respects, the private dollar, venturing The exhaustive NPA study reveals how country more than half a billion dollars, 
abroad in search of a profit, has accom- utterly misleading that picture is. In the keeping the bariana busine healthy has 
plished far more than the public dollar, first place, it painstakingly documents the cost not a cent. If the U. S. and its friends 
fact that United Fruit is far from being to the south will join to encourage more 


United Fruit is an almost classic ex- a corporate plutocrat. The return on its such private ventures, all concerned will 


backed only by fuzzy philanthropy. 
ample. In 59 years, the company has investment over the years, while adequate, benefit. From the viewpoint of the hard 


grown until it sprawls over more than a has failed to match that of the average pressed taxpayer, this is free enterprise 
million acres in Guatemala, Honduras, company of its size here at home. For the that is both enterprising ; 


in editorial reproduced ° ° 
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General Offices: 80 Federal Street, Boston 10, Mass. 





UNITED GAS CORPORATION e 


104 


in computer programs. the 


One® of the brightest spots on the maps of 
the worltl-foday is the Gulf South, the 
dynamic, industry-spawning, gas-burning 
area in which United Gas Corporation has 
all of its operations. Here are two-thirds 
of the natural gas reserves of the nation. 
Here are industries consuming 40% of all 


industrial gas used in the U. S. 


The United Gas system, with 8,000 miles 
of main pipe lines, last year sold more 
than 1.25 trillion cubic feet of natural gas. 


Some went to other pipe lines for consump- 


UNITED GAS PIPE 


outfit to 


ee ee a mr, 


tion in the north and east, but most was 
used by United’s 2,000-odd industrial cus- 
tomers and by the residents of more than 


600 cities and towns in the Gulf South. 


United Gas companies are engaged’ in the 
production, transmission and distribution 
of natural gas in the Gulf South, which 
extends over portions of Texas, Louisiana, 
Mississippi, southern Alabama and north- 
west Florida. Other subsidiaries and 
afhliates produce sulphur, potash and petro- 


chemicals. 


Coat 


LINE COMPANY e 
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OFFICE EQUIPMENT 





ULTIMATELY A RECKONING 


It is still a good question whether the office equip- 
pers’ grasp on profitable business can match their 
long reach in the computer market. If they must 
hold on, it is mainly because they can't let go. 


WHETHER any office equipment make1 
was making a profit on its big invest- 
ment in electronic computers, ForBES 
suggested a year ago (Jan. 1, 1958), 
was a good question. It is still a good 
question a year later. And the answer, 
by every telltale sign yet on view, 
seemed to be that possibly only one 
mighty International Business 
Machines. “Our problem,” as one rival 
office equipper admitted bluntly 
month, “is simply this 
with the Watsons. But 
quote me!” 


was: 


last 
keeping up 
Lord! Don't 


The Second Revolution 


If the computer makers, from Na- 
tional Cash, Burroughs and Sperry 
Rand to Underwood and Smith-Cor- 
ona Marchant are not in the field in 
the reasonable expectation of profit, 
why are they there at all? Consider- 
ing the slow pace of growth of all but 
IBM itself and Addressograph-Multi- 
graph (which alone has eschewed the 
computer sweepstakes), none of the 
office afford to 
the reckoning of profit 
then they so 


major equippers 


final 


can 
ignore 
Why vigorously 
chasing what is still only an elusive 
will-o’-the-wisp? 

The prime reason is actually that. 
whether they like it or not, the office 
equipment makers are in the midst of 
a major revolution. To 
tronic computing is to stand the ex- 
treme risk, except in highly specialized 
equipment, of falling by the wayside 
in one of industry's most competitive 


are 


ignore elec- 


contests. Only one of the major office 


equippers, Addressograph-Multigraph, 
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has demonstrated the ability to stand 
the 

Revolutionary as 
puters still far 
answer to an office equipper’s prayers 
Not because the art 


aloof from scramble 


they are 


are from being the 
is not amazingly 
Rather their tri- 
umph depends upon another revolu- 
tion 


complete, howeve1 


in business methods themselves 


this revolution is al- 


——®®®—— 
©DOODOOOOO® 


In a degree 


in business-machine makers’ plan 
ning is the widening lead held by IBM 
in the manufacture and sale of gen | 
eral-purpose electronic computers 
| 
| 
| 


LARGE-SCALE 


| 
\200 


- 1150 
1100 
18M Others 18M Others 


MEDIUN-SIZE 


- Number of Machines 


em 8 =—s-s Others 


SMALL 


in... 
Others 


aM 





» 


ready underway, but fa 


ple te 


tron com- 
In the forefront of such things 
Electric tor 
sufficiently transformed its 
enable 


to keep a constant finger on 


as usual, General exam 


ple, has 
business organization to man- 
egement 
the current progress of each of 
To report this 


detail and analyze it into 


its tar- 
flung divisions mass of 
cor prehe ne 


Electric al 


on ordetl 


sible summaries, General 


has on hand ol no less 
84 large o1 
But for most businesses, such 


still ideal Not 


until someone feeds the information it 


ready 
thar 
puters 


medium-ratr ge com- 


controls are only an 
vitals can a 
this 


unemployed 


needs into its compute! 


digest it: without ation, it 


inform 
But 


ready on hand 


remains rarely is 
the needed information 
when a ives it 


new compute “al 


must be created 
Brains Without Hands 


Thus 


covering 


computer make! e dis 
a factor they probably much 


underrated in calculating § the ex- 


pense of making a go of their newest 


marvels Huge as the al levelop- 


ment costs are only the 
the 


compute! 


anyone im into 
production mu ar. As 
an optimistk 
the 


their machi: an be at 


expense Ss 
many since 


discovered, cost veloping a 
market for 

least equally hea, 
Ideally, 


out hands 


compute! 
SaVC!I 


labor 


tice, aS many an enthusia 


has come to know to his chag 


lab« 


Keeping a comput bu may well 


are often initially multipliers 


require a complete re-ordering of the 
company setup and poli for no ma 
chine can fit a business: the business 
to fit it. As a result 


compute have arrived 


must be made 


not a tew 


only to stand idle much of the time 


many of the job they are put to 


justify the large investment 


| the office eq involved 





in computer programs, the outfit to 
beat last year was mighty IBM. Far 
in the lead in computers delivered and 
on order, IBM’s lead is actually grow- 
ing. By late 1958, it had delivered 
almost 5,000 large-, medium- and 
small-scale general-purpose comput- 
ers, and had on hand orders for 2,900 
more. Taken together, its rivals had 
delivered some 1,200 such machines 
and had about 368 orders booked. Thus 
some five out of every six computers 
put in place to date have been IBM 
devices, and seven out of every eight 
unfilled orders for computers were se- 


curely tucked in IBM’s pocket. 
Prime Product-Cash Flow 


Huge as this great lead is, it might 
not be at all an unbeatable one if it 
were held by another outfit than IBM 
For no other office equipper has any- 

In 
im- 
total 
more 


thing approaching IBM’s resources 
alone is not the most 
although IBM’s 
some $1.1 billion 
of 


this, size 


portant factor, 
of 


4.1 


assets are 
its closest 
rival, Burroughs Corp. More to the 
than what IBM's Watson has 
to work with is what he has been able 
to make of it. 

Perhaps no product of IBM’s capital 
that mat- 
ter, more to the point in the computer 
than the lavish cash 
generates: Says IBM’s Treas- 
“Cash 


business.” 


than times those 


point 


is more impressive-—or, for 
sweepstakes 
flow it 
urer Charles Boulton 
the lifeblood of Over 
the past five years, for every dollar 
of its capital, IBM has thrown off an 


astounding 45c in net profit and de- 


flow is 


oul 


preciation, compared with only 24.8¢ 
for runner-up National Cash Registe1 
20.7¢ Addressograph-Multigraph, 
17.1e 13.9% Royal 
McBee, and an impoverished 1.9¢ for 
Since 


wherewithal 


for 


for Burroughs, for 


Underwood this cash 
the 
such efforts as ventures into compu- 


funded, 


repre- 


sents with which 


ters are these rates give a 


YARDSTICKS OF PERFORMANCE 


COMPUTER “LOGIC” MECHANISM: 


in conventional lines, a rat race 


of the rivals’ actual 
working resources 


“At IBM,” remarks Boulton, 


likely to look better in terms of profit 


good measure 


“we are 


margins than we would on return on 


Our 
different 


investments are ot ¢ 


capital 


somewhat type than most 


companies’. Much of our capital is in- 


vested ental machinery rather 
than in bricks & 
Yet the fact is 
office equipper of 
anything like large a return 
capital as does IBM. Over the 
only Addressograph-Multi- 
graph has corne 


18.1 


in 
and machin- 
that no 


rank 


mortal 
ery otne! 
major shows 
as on 
past 
five years 
to matching the 
dollar of capital that 
to 


average 
IBM 
Ings 
IBM's 


while 


Cc pel 


has brought down net earn- 
What's 
capital is rising 
virtually all 
capital produced less income 


IBM's 1 
to 


the return on 
Last 


compute! 


more 
veal 
pro- 
ducers 
the in 
in all probability 


the 


on vested dollar, 


, mre? 
Osé arounad 


on dolla: 


Bear by the Tail 


close student of the offi 


As any 


equippers’ 


ce 


earnings in the last few 


years soon discovers the « ompute! 


makers have a bear by the tail. Even- 
tually, of course, each must hope to 
tame it, but the damage 
is not inconsiderable. In large meas- 
ure, Underwood's cumulative deficits 
owe to high development costs, 
ill-considered launching 
computers 


meanwhile 


its 

out into 
Before _ its 
plunge into mechanical brains, Royal 
McBee's produced an aver- 
age 11.8c the dolla: In 
fiscal 1958 its earnings worked out to 
For Bur- 
National Cash as well, 
diluted 
their 


large-scale 


equity 

profit on 
the barest fraction of a cent 
roughs and fo1 
have 


computers capital re- 


turns well below former levels 
But if makers 
tinue to hang on, it is because they 


For the 


the compute: con- 
cannot well afford to let go 
that in their traditional 
little future. Few 
cannibalistically 
office 


outfit’s top sales man- 


Tact is lines 


there is businesses 


more 


competi- 


tive than conventional equip- 


ment As one 


t recently “Its become ; 


ryt 
rut 
i 


at race nowadays 


the industry’s more traditional 
frustratingly, 
Cash Register’s 
Allvn of his old- 
New 
old 


rs, adding ma- 


growth has been 
Says National 
Stanley C 
ypes of equipment 
the 


In typewrite 


tines 
slow 
Chai: 


er t 


nan 
sales are 
because machine 


made only 


wears out 
chines and duplicators, as in National's 
ash registers, ket is 


the p ncipal ma 


the re place lent market 
Fortunes At Stake 


Unde 


pute! 


Sti ndably, the electronic com- 
recommended itself as a provi- 
ay this And 
or outfits like Royal McBee, Under- 
and Smith-Corona, which 
seen profits slip steadily on their con- 
the 
itself 
what 
the 
by 


dential w out of impasse 


had 


wood 


ventional equipment compute! 
But as 

any 
field 


what It 


promised salvation 


events soon proved, 


take out 


determined 


pro- 


duce could ot nas 


been la gely 


could bi ng to it 
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IBM 

Burroughs 

National Cash 
Smith-Corona March. 
Royal McBee 
Addresso-Multigraph 
Underwood 


declined 
15.0 
declined 


13.6 
47 


Latest four vears 


1958 Fiscal Year 
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If for no other reason, the office 


10.5 
6.6+ 
declined 
14.5 
declined 


declined 


Meanwhile, National Cash has ap- 
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question whether President Frank 
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If for no other reason, the office 
machine makers could hardly afford 
to ignore the prestige and publicity 
the big brains have brought them. For 
inevitably, some of that prestige has 
spilled over their 
lines of equipment. 


onto 


For most, the plunge into computers 
was a must for another If the 
office equippers have anything to sell, 
it is the labor-saving merits of thei: 


reason 


devices. Yet beyond the more primi- 
tive types of 
business’ paperwork, the real savings 


such mechanization of 
must come from broad-scale integra- 
tion of business accounting into com- 
plex interrelated systems. Thus many 


business machines producers recog- 
nized the handwriting on the wall that 
spelled Individual 


chines realized, 


electronics 
they 
have little chance in tomorrow's mar- 


ma- 
alone, would 
kets. Each must be fed by, and in turn 
feed into, other machines, organized 
into whole systems governed by an 


electronic master calculator 


A Question of Tactics 


It may well be that the ultimate 
laurels will belong not to those outfits 
that making the headlong 
assaults on IBM’s commanding posi- 
tion in computers, but to those who 
concentrate on making the satellite 
machines for the business systems of 
tomorrow. That at least is the tactical 
slant National Cash's Stanley Allyn is 
taking 

Allyn’s strategy has grown from a 
shrewd assessment of the potentials 
of the market. By his estimate, the 
long-term market for 


are most 


giant, general- 
purpose computers is perhaps 1,000 of 
there 
is a market, however, for about 4,500 
medium-size brains 
that there is a 
15,000 


the big devices. As he sees it, 
And he estimates 
market for 
general-purpose 


perhaps 


small, com- 


puters. But in each category, ubiqui- 
IBM 


third o1 


tous has already supplied one 
more of the need 

What intrigues Allyn is another type 
of equipment: the small, special- 
machine, for which he esti- 
mates a potential market of 150,000 
units 

Both National Cash’s Allyn and 
Burroughs’ President Ray Eppert are 
taking direct aim at one special seg- 
ment of that market fo. 


bank 


purpose 


specialized 
machines 
Both have had considerable 
National's Post-Tronic 
check-posting machine is reportedly 


accounting systems 
success 


electronic 


the fastest selling piece of equipment 
the company has ever marketed, and 
Burroughs claims equal triumphs fo: 
its own bank-automation 
As both men 
chine 
barely 
dous potential 


equipment 
bank ma- 
market is still a 
field with tremen- 


see it, the 
accounting 
scratched 


108 


conventional 


Meanwhile, National Cash has ap- 
plied the automation touch to its old 
standby, the cash register. Its Sales- 
Tronic is a super cash ex- 
pressly designed to feed 
directly into a 
thereby creating automated inventory 
control systems. Like the Post-Tronic, 
the Sales-Tronic is yet another ele- 
ment which Allyn hopes to be able to 
weave into a Each 
unit, while can 
ultimately be fully 


business 


register 
information 


master computer, 


design 
itself, 
into a 


mastet! 
complete in 
hooked 
automated comprehensive 
system, which can be supplied piece- 
meal. Says Allyn of these develop- 
ments: “The stage is set for even more 
machines 


revolution in the business 


N 
TABULATING CARD-PUNCHER: 


in peripheral areas, a big potential 


field. Everything is playing into ou 
hands.” 


Relative Standings 


Not every business machines maker 
was equally prepared to grasp it. En- 
dowed with substantial resources to 
fund the research and development 
work 
beachhead in automation, 


Cash both 


considerable advantage over their less 


establishing a 
National 


enjoy a 


necessary to 


and Burroughs 


fortunate brethren. For less well en- 
dowed outfits such as Smith-Corona 
Marchant Underwood, the 
pects are far more cloudy 
Smith-Corona Marchant 
last June with computer-making ad- 
mittedly in but to date it has 
none actually in production. As Plan- 
& Administration Vice Presi- 
dent Gordon H. Smith puts it. perhaps 
deliberately “Now that 
we have products can 
be tied together and provide oppor- 


and pros- 


acquired 
mind: 
ning 


obscurely 


merged, our 


tunities for the development of multi- 
ple products in the peripheral area 
of data processing.” Likeliest interpre- 
like National Cash, Smith- 
Corona Marchant has its eye on pro- 


tation 
ducing systems-compatible machines 
prec emeal 

At Underwood 


, , 
still a good 


whether President Frank 
the financial muscle to 
make good at computers and satellite 
equipment. Now undergoing a re- 
organization that Beane says has been 
“very costly,” Under- 
wood’s balance shows barely 3.lc in 
cash or equivalent on its balance 
sheet for each $1 of sales. Cash flow 
is near the vanishing point; earnings 
are already well past it. Yet Under- 
wood is already well committed in 
small computers, and has introduced 


question 


Beane has 


cash-starved 


a new data-processing system called 
Data-Flo chance is to 
make this equipment dovetail with the 
work being done by his recently ac- 
quired Canoga Corp. subsidiary, a 
small (total sales of $3 million a year) 
producer of guidance and control sys- 
tems. 


Beane’s big 


The Happy Bystander 


Something of a privileged character, 
aloof from this unhappy 
prosperous, stable Addressograph- 
Multigraph Corp. Next to IBM, no 
other office machine maker ranks so 
well in every key item of fiscal suc- 


melee, is 


In part, the regular budget of 
happy news promulgated by President 
J. Basil Ward is due to his company’s 
freedom from the kinds of so-far un- 
redeemed outlays other office equip- 
ment manufacturers have been forced 
to make to buy their way into the 
computer sweepstakes. Thus, while 
Ward's cash flow per unit of equity is 
than that National 
Cash’s Allyn, a greater proportion of 
it is actual profit 

A-M’s secret is simply a tidy spe- 
cialty, well-exploited 
addressing and printing machinery 
Probably no other business machines 
producer worked harder than 
Ward to keep his equipment up-to- 
date. 


cess 


less shown by 


duplicating, 


has 


Ward's happy advantage, how- 
ever, is that doing 
the kind of 
investment in computer-related de- 
velopment that has plagued his com- 
A-M’s sphere 
is more largely copying than account- 
Nevertheless, Ward is 
not neglecting to develop equipment 
that can tie into data- 
processing systems. 


so has not involved 


expensive and chancy 


peers. Obvious reason 


ing processes 
electronic 


The happy result has been an annual 
compounded rate of growth in sales 
(13.6°.) on a par with Burroughs’ and 
second only to IBM’s. But in actual 
growth in profit, no other office 
equipper but the peerless IBM comes 
close to matching 
rate. The same is true of the rate at 
which the underlying equity in A-M’s 
What's more, in- 
dividual shareholders have 


Addressograph’s 


business is growing 
not missed 
No outfit in the 
group has allowed less dilution of per 


any of the benefits 


share earnings 
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How 133 Major Companies Raised 
$1,000,000,000 of New Capital 


Again in 1957, as in recent years, we ranked among 
. the top investment banking firms in the number of 
financings successfully negotiated. 

In 1957, and the first six months of 1958, through 
public offering or private placement, we helped one 
hundred thirty-three companies raise $1,000,000,000. 
All of it was obtained through Kidder, Peabody & Co. 
or its corporate affiliate, Kidder, Peabody & Co., 
Incorporated, acting as manager or co-manager of 
underwriting groups, or as agent. 


When your company needs new capital, call the Managing 
Partner in New York or the Resident Partner in 


the Kidder, Peabody office nearest you. 


KIppDER, PEABODY & Co. 


FOUNDED 1865 


New York 5-17 Wall Street -HA 27-8900 - New Yoru 17-10 Fast 45th St 





Aerojet-General Corporation 

Carolina Telephone and 
Telegraph Company 

Central Hudson Gas & Electric 
Corporation 

Collins Radio Company 

Commercial Credit Company 

Florida Power Corporation 

Florida Power & Light Company 


The General Tire & Rubber 
Company 


Idaho Power Company 
International Milling Company 


Interstate Power Company 
Missouri Public Service Company 
The Mohawk Rubber Company 
Panhandle Eastern Pipe Line Ce. 
William H. Rorer, inc. 


South Carolina Electric & Gas 
Company 


Standard Packaging Corporation 
Standard Pressed Steel Co. 
United Utilities, Incorporated 


The Washington Water Power 
Company 


113 additional Corporations — not listed. 


.- MU 2.7190 


Boston 10 - 75 Federal Street - LI 2-6200 - Puitaperenia 9 - 123 So. Broad St. - KI 5-164 


Los Ancetes 14 - 210 W. 7th Street - MA 8-327] 
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NATURAL GAS 





PLAYING A WAITING GAME 


Hung up on the hook of rate regulation, the natural 
gas industry dangled while a decision, ultimately 
favorable, was worked out. It meant a year of 
consolidation, from which it emerged in fine fettle. 


For any growth industry, an occa- 
sional vacation is a healthy break 
Last year, the natural gas companies 
had their turn. Full of big plans, the 
major gas carriers and distributors 
were biding their time for the green 
light to go ahead with ambitious con- 
struction projects. And while the Su- 
preme Court argued the crucial Mem- 
phis Decision, the industry waited to 
see what it could expect in terms of 
rates, the final arbiter of their ca- 
pacity to continue further large-scale 
growth. ; 


From Court to Congress 


The decision in December on rates 
was the focal point of a long battle, 
with a considerable history. Back in 
1954, the Supreme Court had 
that the Federal Power Commission, 
regulator of the gas industry, had the 


ruled 


legal right and responsibility to deter- 
mine the wellhead price of gas to be 
interstate 


years 


sold in commerce 
In the FPC has 
struggled through many a court battle 


since. the 


over its rate decisions, and the indus- 
try, meanwhile, has plumped manfully 

But it 
The first gas 


for remedial legislation has 
not been forthcoming 
bill, which distributors insisted would 
windfall 

bitter 
vetoed by 


mean a for the producers, 


public debate, was 
Eisen- 
A second bill 
generated less ill feeling but also less 
Al- 


bad show. In the 


provoked 
finally 
hower on a technicality 


President 


interest on the part of Congress 
together it was a 
American Gas Association 
Robert W. Otto 


members from each major branch of 


words of 
President “Some 
the industry have been so imprudent 
to settle their differences in 
halls of the 


as to try 
the legislative national 


Capitol.” 
The Last Straw 


Then a little more than a year ago, 
just when the industry felt that things 
could not possibly get 
did. In what 
tively unimportant local rate case, the 
city of Memphis won a judicial vic- 
tory over United Gas Corp. When the 
gas pipelines caught on to its im- 
plications, they were stunned. For, in 
effect, the ruling said that the gas 
pipelines could no longer simply apply 
to the FPC for rate increases, collect 
them under bond until the 


worse, they 


seemed to be a rela- 


commis- 


110 


sion approved or rejected them. In- 
stead, they would also have to obtain 
agreements on rates or face 
make 


custome! 
the possibility of having to 
very sizable refunds 

On the 
“Memphis 
the Supreme 
month the high tribunal 
uphold the decision For 
Colorado Interstate, El 
Paso Natura! Gas, Panhandle Eastern 
and Tennessee Gas Transmission—all 


the FPC, the 


was 


initiative ol 
Decision” carried to 


Court, and early last 
refused to 
several 


pipelines 


of which faced the prospect of having 
to refund many millions, the reversal 
And 


for the whole industry, it wound up 


constituted a new lease on life 


what had been a long and uncertain 
wait. Commented one gas executive 
“In this 
takes 
waiting.” 


nearly everything 


We're 


industry 
accustomed to 


time 
Sailing Through the Slump 
With 


like a-cloud over the gas industry last 


rate uncertainties hanging 


year, it had no choice but to con- 


centrate on its basic business: supply - 
ing gas. As always, it proved to be a 
Eve 
World War II, the 
gas sales has been as hot as the blu 
1957 
total gas utility revenues leaped past 
the $4-billion mark for 


amounting to more than twice 


good business indeed since th 


growth in 


end of 


flame on the front burner. In 


the first time 
1950 Ss 


GAS COMPRESSOR STATION: 


the flow kept growing 


total 
are complete, they are expected to 
show still another big gain 

The recession, of reduced 
industrial sales, normally a high-mar- 
gin business. But last winter's cold 
wave did much to offset this decline, 
and the extension of gas 
new customers continued at a rapid 
During the year ended in Sep- 
tember, for example, gas distributors 
increased their deliveries by 5.2°. to 
76.9 million therms, a percentage gain 
only slightly below those of previous 
And despite fears that the rate 
muddle would hamper expansion, the 
industry is estimated to have spent a 
record $1.9 billion in 1958 on new con- 
struction. 


When final figures for last year 


course, 


service to 


pace 


years 


Tables Turned 


As might be expected, virtually all 
of the companies here re- 
The only ex- 
Birmingham's Southern 
Natural Gas, a diversified pipeline 
Actually, Southern’s Christopher T 
Chenery was bringing in a bigger dol- 
lar volume 


reviewed 
ported higher revenues 


ception was 


from his gas sales, but 
faced a sharp drop in contract drill- 
rental 


which had accounted for some 15% of 


ing and barge service, items 
1957 sales 

As a whole, the integrated 
panies did much better than the pipe- 
lines. At transmit- 
ters and distributors, they had been 


prime victims of 


com- 
once producers, 
“regulatory lag” in 


For, unlike the pipe- 
lines, which are able to get compara- 


earlier years 
tively swift rate adjustments from the 
FPC, the integrated companies usually 
must also fight their case before balky 
they 
increase in the 


state commissions before can 


pass on any price ol 
purchased gas 
Last year, however, the tables wer 

turned. While the pipelines were tem- 
Memphis 
ruling, the integrated firms were get- 
ting the benefit of a flock of 
creases For San 
Lighting Corp., the 
distributor, it major 
around in fortunes. Over the past two 
years, Chairman Robert W. Miller has 
won the right to hike his rates suf- 
ficiently to yield an annual $28.3 mil- 
lion in As a 
12 months ended in September, 


729 
19.9 to 


porarily stymied by the 
rate in- 
Pacific 


biggest gas 


Sk 


Francisco's 
US.’ 


meant a turn- 


result, in the 
Pacifi 
$21.3 


revenues 
Lighting’s net rose 
million 

Miller was 
actually disappointed that Pacific had 
not done better 
“Our earnings failed to at- 
tain the level expected to be real- 


Surprisingly enough, 


even Explains he 
current 


return 
California 
Commission. An 


ized from the rates of 


found 
Public 


unseason- 


reasonable by the 
Utilities 
ably warm 


winter was the majo 


reason 
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YARDSTICKS OF PERFORMANCE 





Xuron 





COMPANY 





El Pase Nat. Gas 
Tenn. Gas 

Texas Eastern 
Transcontinental 
Panhandle Eastern 
Southern Natural Gas 
Texas Gas Trans 
Colo. Interstate 
Columbia Gas 
American Nat. Gas 
United Gas 

Consol. Nat. Gas 
Peoples Gas 
Northern Nat. Gas 
Pacific Lighting 


> www on a] 


Degrees of Profit 
Most of the 


howevel 


integrated companies 


operate in where 
colder weather 


winte The 


areas 
much prevailed last 
send-out rate 
coupled with varying amounts of rate 
Best 
giant Columbia Gas 
and the 
integrated firm, where Presi- 


highe 
relief, spelled higher earnings 
showing was by 
System, a holding company 
biggest 
dent George S. Young reported net up 
27.6°, to $35.7 million. At 
Natural Gas, another holding com- 
pany, President Ralph T. McElvenny 
showed a 13.9 
$20.5 million 


all the more 


American 


boost in earnings to 
What made these gains 
was that 
of Columbia's sales occur in 


much 
Pitts- 
burgh and much of American's are in 
Detroit, both hard hit by the 
recession 

Like Columbia and American, John 
F. Merriam’s Northern Natural Gas 
and Eskil Bjork’s Peoples Gas Light 
& Coke Co 


of colder 


unusual 


cities 


had the dual advantages 
weather 
But while they 


it was to a lesse: 


and higher rates 
too boosted earnings, 
extent. Northern’s 
net was up 3°; to $13.9 million, and 
Peoples’ 7.1% to $15.2 million 

For Shreveport, La.’s United Gas 
Corp., proved to be 
something of a drawback last year. Ir 
the 12 months ended in Septembe: 
United's Ed Parkes reported, net prof- 
it drifted off a slight 1.7' to $31.1 
million, mostly on a slump in sales 
of such sidelines as crude oil, sulphur 
and potash. “The 
natural gas 


> 


diversification 


increase in income 


from sales,” 


explained 
Parkes, “was just not sufficient to off- 
set the decrease in 


income from othe 


sources 


Not all ‘ ipanies 


catch ip with their 1 
The 


dated 


suffers 
Gas 


the bigge! 


principal 
Natural 
company part 

Pittsbi 
Virginia area. Over the nine 


operations is in the 


ended I June President 


Comerford was able to 
ings some 3 But h 
into effect by such pipeline 

Texas Easter 
Eastern brought 
ford a sharp deficit in his normally 


As a 


declined 5.5 to 


as Te nnessee Gas 
Panhandle 


ana 
Comer- 
poo! September quarte! result 
Consolidated’s net 
$26 million over the 12-month period 


‘The problem of meeting the highe1 
costs OF gas pur hased and operatior 
ve nerally 


to be 


said Come riord 

met by increasing our own rates 
and this we are 
We should 
earnings in 
fully 


run oul 


preparing to do 
return to a highet level of 
1959—one that 


support the 


will 


more 
ital , t 
cap al eau a | ( 


business 


Gas Line Alley 


Among the independent pipeline 


last year, the earnings pattern ‘was a 
mixture of extremes. There was plenty 
of profit to be found in 
alley,” the 
lines such as those of Tennesse¢ 
Texas Eastern 


Transe ontinental Gas Pipe Li i€ 


pipeline 
long 


Gas 


where 


thoroughfare 


Transmission and Villliam M 
bunch i\ done bette 
up on their 
Coast to metropol tar areas 


Northeast. By 


ope rators as 


journey from the Gulf ! ax not beer 
contrast, such regi 
Southern Natura 
and Colorado Interstate did badly 

Thanks to threefold 
higher 


blessir 
ates, colder weather and ¢ 


anaed ipa t' Tennessee 





their 
was 


transmitter, issued 
the 


cases, 


Mountain 
nine-month reports, news 
less happy: in both earnings 
were off sharply. Hampered by warm 
weather and fuel oil price cuts in Cali- 
fornia, his primary market, El] Paso’s 
Paul Kayser announced an 8.3‘; slide 
in net to $18.9 million. Colorado In- 
terstate’s W. E. (“Jim”) Mueller, 
enmeshed in the industry's most com- 
netted just 
decline 


plex rate negotiations, 
$2.6 million—a 

Perhaps the 
misinterpretation among those of the 


15.5°; 
report most open to 
major pipelines was Southern Natural 
Gas’. For the 12 months ended in 
September, Chairman Christophe 
Chenery announced earnings totaling 
$11.6 million, only 1° last 
The catch was that this figure 
included $2.2 million in capital gains 
on the sale of Air Reduction stock 
After deducting this item, Southern’s 
earnings actually were only $9.4 mil- 
More- 


over, even this figure reflected a $1.1- 


less than 


year's 


lion, a 20°, drop for the year 
million tax credit deriving from losses 
incurred by a subsidiary 

Fish & Fowl 


F.ow much a gas company manage- 
its stockholders de- 
pends heavily on its location and its 


ment can do for 


regulatory situation. Consider, for 
example, Pacific Lighting, which ranks 
lowest in the whole gas group in many 
table) 
Until recently, Pacific’s earnings have 
been held closely in check by the 
California Public Utilities 


But a new rate structure shows 


items of performance (see 


Commis- 
sion 
up handsomely in the growth rate of 
earnings 

By any 
the pipelines generally 


standard ‘of performance, 


rank 


than the integrated companies, thanks 


highe: 


to their very 
And 


narmally 


rapid postwat 
thei: 
more heavily 


expan- 


sion since capitalizations 


are weighted 
with debt, they provide much greate 
leverage on earnings. The integrated 
firms have grown more slowly, and 
where distribution is their primary 
job, as in the case of Consolidated, 
they tend to resemble electric utilities, 
slow and solid 

Taking all things together, the 


formance standout 


per- 
among the trans- 
mitters is Transcontinental; in every 
return on 
But the 


company's sales have grown slowly 


aspect of earnings except 


book equity it leads the pack 


over the five-year period and Presi- 
dent Clyde McGraw is currently 
spending some $100 million each yeal 
on new construction to get them mov- 
“In New York City 
have the 
concentrated 
pipeline. The only other comparable 
market is California, there 
they've had long 


ing faster 
McGraw, 


most 


Says 


“we largest and 


market of any 
but out 
natural 


gas tor a 


112 


time. New York's potential is large- 
ly untapped.” 

Not far behind in performance are 
Gas and Texas Eastern, 
aggressive outfits who sell in 
As a result of earnings 
gains last year, both companies have 


Tennessee 
two 
nearby areas 
improved their return on equity and 
show high rates of growth in earnings 
Watering 
performance of El 


down the past average 
Paso Natural Gas 
this last year was the consolidation of 
Pacific Northwest Pipe- 
which is still in the 


figures fo1 
line, a company 
early stages of building up its gas de- 
While the merge: 
El Paso a handy gain in sales, it has 
as yet done less for earnings. And in 
Northwest through 
the deal 
inconsiderable dilu- 


liveries has given 


obtaining Pacific 


an exchange of shares also 


introduced a not 





LAGGARDS LEAD 


Growth stars of the natural gas industry 
most years are the pipeline carriers — 
but not so in 1958. Stealing the show in 
earnings gains were the usually slower- 
paced integrated companies. Primary 
cause: a better bag of rote increases. 


. 
8 Pipelines 











| 
| 





(September through September) 1858 


tion into El Paso’s per share perforn 


ance recol d 
Low Pressure 


For four of the 
Gas, Panhandle Eastern, Southern 
Natural Colorado Interstate 

growth either in earnings, 


pipelines Texas 
Gas and 
sales o1 
But in return 
East- 


W hose vas 


or both, has been slow 
Panhandle 


portion ot 


on invested equity, 


ern, a sizeable 


sales are unregulated, has led _ its 


group on average over the past five 


years. Southern’s distinction is its un- 


rivaled generosity with stockholders 
at dividend time, disbursing more than 
For Colo- 
rado Interstate, the .point of pride is 
(net plus 


high 


85°. of its earnings in 1957 


its large cash flow profit 


dep: eciation) and cash-to-sales 
both health 


In an industry where equity financ- 


ratio, indicators of fiscal 


ing is frequent and substantial, one 


mMmanage- 


dilution 


problem all gas company 


ments must wrestle with is 


The outstanding success story in this 
respect is Texas Gas, whose President 
William Elmer has actually been able 
to make earnings pe! grow 
faster than total company net.. “It has 
been our policy,’ explains Elmer, 
“that no major expansion program 
will be undertaken that will not ulti- 
mately result in an increase in earn- 
ings per 
in expanding facilities merely for the 


share 


share. We see no advantage 


yurpose of delivering greater quan- 
1 


tities of gas through our pipelines.’ 
United's Stand 


As a whole, the statistical perform- 
ance of the integrated companies falls 
well behind that of the pipelines. They 
did lead the industry in a few of the 
computations. In several respects they 
Columbia Gas, 


outperformed all 


merits 
has 
past 


have decided 
for example, 
the 


new profit it has managed to generate 


rivals in five years in the 
from earnings reinvested in the busi- 
ness. And it plowed back only what 
average, it 


div idends 


it could use On gave 


generously in payout ol 
from available earnings 
But 


among the 


United 


companies 


in the aggregate, it is 


integrated gas 
that has top 
under the careful hand 
Norris T. McGowen 


well-planned diversi- 


these last five years 
showing 
of Chairman 
Thanks to its 
fication and the large proportion of 
non-regulated gas sales that go to in- 
dustrial users, United boasts the hefti- 
est return on book value in the group 
Clos«e American, an outfit 
which has managed the trick of 
boosting earnings handily on a rela- 


Adding 


improve- 


behind is 
neat 


sales 
last 
better in earnings 


slow growth in 
to Columbia: a 
ment for the 


tively 
luste: 


As the new year opens, the natural 
gas industry is still playing something 
ol a waiting game, 
the Memphis decision. For while that 
has cleared the outlook for 


aespite revel sal of 


case rates 


to a degree, many gas companies 


transmitters and integrated alike 


are marking time on ambitious ex 
pansion plans pending before the FPC 

Obtaining a go-ahead on these pro)- 
ects is of growing moment for the gas 


men, for the industry seems to be 
fast approaching a very 


era While, as a fuel, 


ered many a drubbing to coal and fue 


competitive 
has deliv- 


kas 


oil, its price has now risen to a point 


where the industry can expect to en- 
counter increasingly serious competi- 
tion from electrical powel 

To date 
scored 


and there 


the utilities have already 


some’ notable victories here 


with the heat and it 


pump 
many ofl 


natural gas’ prime growth fields, such 


begins to look as though 


as house heating, are in some peril 
; sales 


“The electric people warns one 


executive eally mean business 
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A banker takes a hand 


When the siren screams and the 
volunteer firemen scramble, there’s 
probably a banker in the brigade. 
And for good reason. 
To 


community, a banker has to know 


understand and serve his 


its people and its problems first- 
hand. 
Living and working among 
depositors and customers increases 
his ability to help a community 
financially. Right in the thick of 


things he’s better qualified to put 


RBES 


JANUARY 


the community’s money to work 
wisely and profitably. 

By participating and serving at 
the same time today’s banker is 
well qualified to give sound assist- 
ance when asked to weigh a per- 
sonal financial problem, or advise 
on business or civic money matters 


Willingly 


responsibilities his community 


accepting the many 


gives him, and getting to know his 
neighbors to the core, the banker 


steadily builds a more useful bank. 


And 


commercial banks more important 


usefulness is what makes 


dav by day to the whole American 


economy and the American people. 


THE 
CHASE 


MANHATTAN 
BAN K 





REFRESH... RELAX 


IT'S GOOD BUSINESS TO PAUSE FOR COKE 


Here’s why it’s good business to provide Coca-Cola for on-the-job refreshment: 


1. IMPROVED PERSONNEL RELATIONS 
People appreciate the availability of 
Coke, the best-loved sparkling drink in 
all the world. 


2. REFRESHED ENERGY FOR WORK 
There’s a welcome lift that comes with 
every sip of Coke .. . quick énergy, cool 
refreshment. 


3. SAFETY PROGRAMS SUPPLEMENTED 
Coca-Cola puts people at their sparkling 
best, helps keep them alert ... able to do 
a better job. 


4. REDUCED TIME AWAY FROM WORK 


Locations for coolers and empty bottle 
racks are studied to provide easy availa- 
bility. 


Your Coca-Cola bottler will be glad to help you benefit from Coke on-the-job. Why not call today. 


SIGN OF GOOD TASTE 
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The FORBES index 


Solid line is computed weekly end monthly, gives equal weight te 
five factors 





me 





|. How much ore we producing? (FRB production index 
2. How many people are working? (BLS non-agricultural employ 
ment) 


3. How intensively are we working? (BLS average weekly hours 
in manvtecture) 
Are people spending or saving? (FRB department store sales 
How much money is circuleting? (FRB bank debits, 141 key 
centers) 
Factors 4 ond 5 ore odjvsted fer valve of the dollar (1947-49 
= 190), factors |, 4 ond 5 for seasonal veriction 


Plotted line is o@ preliminary weekly figure and may not necessarily 
agree with the revised monthly tete! Det indicotes an B-day estimate 
based on tentative figures for five components, all of which are subject 
te later revision. * 











‘Final figures for the five components (1947.49 10" 

Nov. Dec Jan Feb March April May june July August Sept Nov 

(Prelim.) 

Production. ..... 139.0 136.0 133.0 130.0 128.0 126 128.0 131.0 134.0 136.0 137. l ) 141.0 
Employment. ... 1194 120.1 118.0 116.2 115.7 115.6 114.2 115.2 115.3 115.3 116.1 116.1 
Hours og.5 98.7 06.7 906.2 06.7 96.0 06.7 98.2 08.2 99.) 1004 1 
Sales 117.5 122.1 117.6 112.3 119.8 120.8 123.7 125.6 131.2 137.8 127.4 12 126.8 
Bank Debits . 148.2 137.1 151.6 142.9 135.7 141.7 145.1 142.9 153.6 148.1 150 14 154.5 


INDEX 124.5 122.8 123.5 119.5 119.2 120.0 121.5 122.4 126.5 127 126 
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by SIDNEY Bo LURIEO 
ary fears 3) Thos 


4 Stall, Small ¥ oice 


the earlier opport 


A YEAR ago, this column's small voice h : ge tempted 
was an island of constructive views in Wi pi ) funds 
a sea of fear. This time, the shoe is y the cross-cur- once aga 
on the other foot, for there are seeds last winte 
of suspicion in a wilderness of com- and spring wher 
placency The seed may later take root 
inasmuch as: 1) There is a poc ket of 
actuality to be filled before today's 
hopes come closer to reality. 2) The 
e of the 1958 “explosior 


an area ol potential dis- 


Al s by way of hinting 
that 1959 is likely to be a more er- 

atic stock market year than 1958, as 
well as a year of smaller net change wal ad) men u I as short 
in the popular averages. But the past lived and moder: 
3) There were 


can be projected—and the biggest forces at wi 


ust be understood before the future 


market in the history of the present pension and mutual 


generation of security buvers has its unlike the 1930s. tl 


oots in the following factors pressure to sell f 
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In addition, corporate man- 
agements have caught the fever and 
are whetting speculative appetites by 
split-ups. In many cases, such actions 
irresponsible rather than con- 
structive and the piper will have to 


some 


are 


But 


some 


the fact does 


managements 


be paid late: re- 
that are 
encouraging the Dow Industrial aver- 


main 


age. All this is not by way of infer- 
ring that the feverish speculative pace 
is a condemnation of the values which 





How Much More Rise in 
DRUG STOCKS? 


A MONG the most dynamic performers in the 1958 bull market have been th 


é drug stocks 


prospects glowing—the drug issues have 


nature to support their sustained price 


now, after price rises of as muc h as 100° 
already discounted their earnings and dividend improvement too fat 
do they still possess a potential for further price gains 


The current edition of The Value Line 


the drug industry and finds that even now there are 


tunities in this group. But the 


selectivity 
that still rank high for Probable 


dwindled. In the coming vear, the 


Their earnings up despite the business recession—theit 


advances 


investor 
than heretofore in committing his funds 
Market Performance 


price 


future 


up to this point, had much of a tangible 


start of the vear 


l 
drug STOCKS 


Have thev 
ahead? Or 


what of the 
since the 
f 


look at 
oppor 


Investment Survey takes a new 


exciting investment 
and 
of drug stocks 
12 Months has 
likely to 


must exercise 


Dhe 


in the 


vreatet caution 
number 


Next 


action of the drug 


ISSUCS 


follow a much more diverse pattern than has been true for the past vear 


Now-—to safeguard already 
opportunities still 
check your stockholdings against Value 


and Probable Market 


stocks are underpriced, which fairly 


profits 


remaiming—vyou will 


Performance 


which are likely to perform best over the next 
The 


containing Ratings and Reports on 18 leading Drug stocks 


\ppreciation Potentialities to 1962-64 
Survey 
6 Chemical 


under thr 


stocks and 6 Tire stocks 
special offer described below 


mack to 
find it 
Line s objective 

These 


priced, and which overpriced currently 


will be 


take 


an especially 


advantage of the best 


timely move to 
measurements of value 


will show you at a glance which 


offer the 
Valu 


) months: which widest 


current edition of the 


sent to you at no ent 


A Special $5 Introductory Offer* 


\ ou are 


current 80-page 


CerVve at no 


Value 


invited to re 
edition of the 


Chemical, ‘and Tire industries. Included are 


Among those covers d 


Firestone Tire & Rubber 
General Tire & Rubber 
Gillette 

Goodrich (B. F.) 
Goodyear Tire 

Grace (W. R.) 

Johnson & Johnson 


58 leading stocks 
Abbott Laboratories 
Allied Chemical 
American Cyanamid 
American Home Products 
Bristol-Myers 
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exist. Excitement is part and parcel 
of the times, and there is no yard- 
stick of evaluation for the “brains 
companies” which are in the fore- 
front of our new scientific revolution 

In the final analysis, the acid test of 
the market is psychology, the willing- 
discount the future. Which 
brings to mind this column’s Octobe 
and November the 
effect that the unknowns do not re- 
late to the yields and 
price times earnings ratios—but to 
the question of when, and whether. 
the investment will 
In turn, this require 
either 
psychological 

Reason for hinting that all may not 
be gold that glitters lies in two con- 


ness to 
observations to 


statistics of 


climate change 
will 


economic, political, o1 


contrary 


forces 


siderations cited in earlier columns 
1) The supply-demand equation will 
not be as favorable in 1959 as it 
1958. The obvious 
of stocks is likely to disappear. 2) 
The inflation hysteria is likely to be 
chilled—or, the 


when Congress meets in January 


has 


been in shortage 


fears be softened 
If these potential depressants are 
to rule the market the impact 
will be felt in the first quarter of 1959 
This is probably the period of great- 
est vulnerability. Yet, such 
not spell avoidance of today’s candi- 
the 1959 
Average-wise uncertainties 
the 
outstanding 


roost 


fears do 


dates for success stories 


merely 
individually 


heighten search for 


values, and they 


Some are old 


are 


many favorites, some 
are new, but one thing seems clea 
this year’s speculative favorites 
to differ markedly 
which made headlines in the last half 
of 1958 


For example, the new faces of 1959 


are 


likely from those 


may include manufacturers of trans- 
portation equipment, such as Ameri- 
can Steel Fruehauf 
Trailer 

Transportation companies 
Northwest 
Maryland 

Or, management revitalized compa- 
Cork & Sea 

and S nce 


Fou ndries and 


such as 


Airlines’ and Wester 


nies, such as Crown l 
Rheem 
Manufacturing 

Oils 


cheap groups), such as 


Manufacturing 


one of the eally 
Atlantic Re 
Standard Oil 


(which are 


fining and 
(Ohio) 
Pseudo-textiles, such as A 
Viscose and Industrial Rayo 
Metals, such as 
Lead 
Meat packers, such as A 
Wilson 
Seemingly dull companies with n« 


Tel 


Anaconda a 


Joseph 


dynamics, such as American 

phone and F. W. Woolworth 
Road building beneficiaries, such as 

Blaw Knox and Penn Dixie Cement 
These the candidates 


are most ol 
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which come to mind as this column 
goes to press. But one thing is sure: 
the list will grow as the 1959 pattern 
unfolds and clarifies. Change is in- 
evitable in the market as in life itself. 
Thus, it’s too early .to have any hard 
and fast convictions that these stocks, 
and these alone, will be the “star 
performers” of the coming year. Many 
others will come to the fore, just as 
some of those mentioned above will be 
deleted. 

Why, the growth stock buyer might 
ask, have the chemicals, aluminums 
and drugs not been included in this 
list? Basically, the reason is simple: 
price is the acid test of any philosophy, 
and going prices seem to discount the 
future quite fully 

True, the chemical industry, for ex- 
ample, is a prime beneficiary of busi- 
ness improvement. Moreover, going 
prices are in line with past appraisals 
based on projected éarnings potentials, 
which are greater than anything re- 
corded in previous years. But there is 
some question as to when the po- 
tentials will be realized—and this is 
January 1959, not January 1960 

Similarly, there is little question 
but that the aluminum industry 
which entered 1958 like a “lamb”-—is 
starting 1959 like a “lion.” December 
probably was the best month of 1958 
Furthermore, the industry is making 
a strong bid for a bigger share of the 
automobile industry which offers an 
enormous volume potential But 
ownership of the aluminums requires 
a philosophy which is not held by this 
column. Taste in securities differs as 
much as preference in clothing 

No reference was made to steels, a 
group which today is selling for about 
nine to ten times its 1959 earnings 
possibilities. The omission reflects 


general market misgivings rather than 
industry specifics, which still point to 
an 85°, -90% operating rate sometime 
this spring. Stee! consumer inven- 
tories still are low, and the 1959 out- 
look holds a number of “pluses” apart 
from the likelihood of a pick-up in 
automobile demand. Ingot production 
probably will approximate 1957, but 
earnings will be highe 

The opportunities which develop in 
the steels from here out may be more 
n the “off-the-beaten-path” comna- 
nies than the standard issues. For 
example, Carpenter Steel, a strongly- 
situated alloy steel producer, is nm a 
position to record very sharp earn- 
ings gains over the next few years. A 
new plant, which doubled previous 
capacity and which now is “in the 
black,” theoretically could eventually 
add at least 50°, to previous record- 
high profits. This is one of the rea- 
sons the comment was made earlier 
that any list presented at the vear-end 
will grow as the 1959 pattern unfolds 
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IS NOW THE TIME 


TO SPECULATE 


IN WARRANTS? 


We believe the growth comparisons 
below will show you, better than 
anything we can say, how the special 
leverage’ of warrants can make you 
very large profits even a small 
fortune in a short time: While $100 
in Tri-Continental’s stock was grow- 
ing to $1,623 in 45 months, $100 in 
ri-Continental’s warrants grew to 
$17,200 or 10.6 times as much 
And while $100 in Hoffman [lee 
tronics’ stock was growing to $2,267 
in two years, $100 in Hoffman Elec- 
tronics’ warrants grew to $50,000 
or 22.1 times as much. As you can 
see, $100 in warrants espes ially at 
low prices) can do the work of $1,000 
or even $2,000 in growth stocks, 


NEW SPECIAL REPORT 
Now, after an intensive study of 62 
active warrants, our Editors in a 
new Special Report select for you 
“8 Growth Warrants that Can Offer 
You Big ‘Leverage’ Profits’’. 
rants in this Report appear bargain 
priced and may rebound soon 
Warrant Selection No. 1, for example, 
is tied to a depressed growth stock 
now selling at only 5 times its cur 
rent earnings-per share. We believe 
this stock could rebound qui kly to 
its earlier price levels. That in turn 
could, automatically, send the stock's 
warrant climbing quickly 


3 war- 


to otter 
you very large ‘leverage’ profits. 2 war 

rants in our Report may offer long 
term growth potential: Warrant Selec 

tion No S, for ex imple, is tied to an 
AKLressive growth-minded stock now 
diversifving into ‘special situation 
energy fields, including oil, natural 
gas apd uranium. This stock ma 

point to big gains. And, because of 
the ‘leverage’ factor, its warrants may 
point to even bigger gains. 6 warrants 
in our new Report ippear well-situ 
ated to lead a rally: One of these, 
Warrant Selection No. 4, is tied to a 
leading stock in missiles. This stock is 
growing now and its ‘leveraged’ war 

rants could move up even faster 


SPECIAL $1 TRIAL OFFER 
In additidbn to analyzing ‘8 Low 
Priced Warrants’, our new Special 
Report tells you what warrants are 

explains how ‘leverage’ works 

why $100 ino warrants can 
work of $1000 in stocks 
timing is all-important in 
warrants. A copy of our new 
rant’ Report is yours as a bor 
when you send just $l (new readers 
only to try our weekly advisor 
service ‘The Growth Stock Lette 
for the next two weeks Mail this 
ad with your name and address and 
$1 today to Dept l*-2] 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisers 
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INVESTMENT POINTERS 


Author of this issue’s “Investment 
Pointers,” in the place of the late 
Joseph D. Goodman, is his son, J 
Donald Goodwin, a member of the 
Philadelphia brokerage firm of 
Joseph D. Goodman & Co 

Durinc the last year or so. while the 

Dow Jones industrial average has 

been advancing, many oil stocks have 

done very little, with the exception of 

Texas Co. and Richfield Oil 
It is my feeling that many of the 

oils are now around a buying range 
There are so many stocks in this 
group that readers may well become 
perplexed as to which to buy. Thus 
this column is devoted to viewing the 
most important oils, purchases of 
which are advised on reactions 

Cities Service is a fully integrated 
company, and is extremely strong in 
reserves. The company’s record of 
earnings has been impressive. Earn- 
ings last year should reach $4.25-$4.30 
a share, and the current annual $2.40 
dividend would appear secure. 

Gulf Oil, one of the largest inter- 
national companies, is also one of the 
strongest in the industry. The com- 
pany’s rate of growth through the 
years has been excellent, and there 
is every reason to believe that this 
trend will continue. Earnings for 
1958 should be in the neighborhood 
of $9 a share. It is thus possible that 
the current 624ec quarterly dividend 


What About the Oils? 


will be increased 
and a stock split 
of perhaps 3-for-1 
would also appear 
logical. 
Phillips 


leu m iS 


Petro- 

broadly 

diversified, is the 

largest producer of natural gas liq- 
uids, and has one of the largest natu- 
ral gas reserves in the world. The 
company is extremely strong in petro- 
chemicals. For all of 1958 earnings are 
estimated at around $2.40 vs. $2.80 a 
share last year. This year’s results 
should be a good deal better. The cur- 
rent annual $1.70 dividend aftords a 
yield of 3.6%. 

Pure Oil, often recommended by 
this column, continues to look attrac- 
tive. The company is extremely rich 
in underground wealth. It has beer 
estimated that Pure’s reserve in natu- 
ral gas and crude oil on a per share 
basis is equal to around $119; the 
stock is currently selling around 42. It 
would seem to me that some day the 
value of Pure’s reserves will be re- 
flected in the price of the company’s 
stock, perhaps through a merger with 
one of the larger companies, on the 
basis that it would be a “cheap” way 
to acquire proven reserves. Earnings 
last year were lower, dropping to an 
estimated $3.20 per share vs. $4.13 pe: 
share earned in 1957. I look for a good 
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earnings recovery in 1959. I continue 
to believe that the current $1.60 an- 
nual dividend will be increased. 

Royal Dutch Petroleum, the second 
largest oil company in the world, 
owns a 60° interest in the Royal 
Dutch Shell group. The stock would 
appear most attractive fo 
interested in capital appreciation 
rather than a large return 

Sinclair is a fully integrated com- 
pany. As in the case of other oil-com- 
panies, 1958 earnings are expected to 


readers 


be lower than last year, perhaps 
around $4.50 a share. The company is 
also in the petrochemical field 
Socony Mobil, now selling at 48, is 
one of the leading companies, and is 
fully integrated. For the year just 
ended, Socony’s earnings should equal 
around $3.40 a share vs. $4.56 a share 
in 1957, so that the current annual $2 
dividend would appear secure. Earn- 
ings in 1959 should show improvement 
and I believe the recently omitted 50c 
year-end extra will again be given 
Standard Oil of Calif. is also a lead- 
ing international company, owning a 
30°, interest in the Arabian American 


Oil Co 


crease from here, and it is quite pos- 


Earnings are expected to in- 


sible that the current 50c quarterly 
dividend will be raised. An excellent 
stock to own for the long pull 

Standard Oil of N. J. is the leade1 
in the field, with important subsid- 
iaries located throughout the world 
Middle East holdings represent 21‘ 
of total crude production. It is inter- 
esting to note that “Jersey” and the 
Royal Dutch Shell group have re- 
cently signed contracts with the Ar- 
gentine government for development 
of that country’s oil resources 

Sun Oil was recommended in this 
column a yeer and a half or so ago 
‘around 78. Since then earnings have 
fallen off, and the stock declined to a 
low of 59 early last veal It is now 
selling around 61, where it would 
appeal to be decidedly undervalu d 
The current $1 annual dividend was 
supplemented by 3‘, in stock. . Earn- 
ings next year are expected to Im- 
prove, and I believe the stock 
dividend will be increased 

Texas Co., one of the few oil stocks 
to make a new high last year, is cur- 

itl: selling within a few points of 
its high of 87. Management is among 
the finest in the industry. This ought 
to be one of the best choices for long- 
range appreciation 

Union Oil of Calif., often recom- 
nended here, has been a disappoint- 
ment, having declined from a high of 
65 reached several vears ago to a low 
Current price: 44, 


where it would appear most attrac- 


of 39 last year 
tive again Owns sizable shale oil 
Gulf Oil has ar 


important interest in this company 
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from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu 
ture of your business 

Because the reports in The Wall Street 
Journal come to you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
facts in 
time to protect your interests or to seize 


personal income. You get the 





quickly a new profit-making opportunity 
lo assure speedy delivery to you any 
where in the United States, The Journal 
is printed daily in five cities New York 
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Washington, Chicago, 
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Mar 
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lrends, Commodities 
keting and New Legislation 
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MARKET COMMENT 


by L. O. HOOPER 


Looking Ahead In 1959 


A YEAR ago, to be optimistic was to 
swim against the tide. Today, one has 
to swim against an even stronger tide 
to be even mildly cautious 

Business and earnings expectations 
No doubt things will 
The danger is that the 
provement will not be as large as the 
Much 
counted in stock prices 

I strongly suspect that the DJ in- 
and the DJ 


Sustain as 


are high im- 


prove im- 


expectations already is dis- 


dustrials rails will not 
large a 
1958 
was an unusually “good” year in the 
market. In effect, 
ex-optimism to 


rise 
1958 


percentage 
in 1959 as in I reason that 


stock prices rose 


trom cum-optimism 
This year, the initial base certainly is 
not ex-optimism 

The 


averages in my 


measured by the 
will make 
some time 


market, as 
opinion 
Stocks 
during the year, perhaps not immedi- 


new highs in 1959 


ately, will sell higher than they sold 
in 1958 


although 


The speculative temperature, 


fluctuating more, will be 
high 

The volume of trading, I confidently 
1958 


shares 


expect, will be greater than in 


perhaps exceeding 1 billion 


against around 720 million shares in 


the year just ended. I expect to see 
some 10-million share days 

I would assume, too, that the stock 
market will be less of a one-way street 
There will be more intermediate set- 
backs, setbacks 
wider amplification. That's inevitable 
I think, as the 


speculative interest increases, there is 


and those will be of 


fever chart rises. As 


a larger percentage of in-and-out 


trading. The institutional and invest- 


ment-intended interest tends to di- 


minish in relation to the trading 


interest. The trader is a nervous char- 


acter; he is more emotional, more 
easily inspired and more easily scared 

Corporation earnings, in the opinion 
of most people qualified to estimate 
Profit 


expected to 


them, will be highe: margins 


and volumes are rise 


Some are estimating a 20 increase 
In aggregate corporate net 
Last earnings of the DJ In- 
dustrials about $27.50 a 
against $36.08 in 1957, $33.34 in 
$35.78 in 1955 and $28.40 in 1954 
The lowest estimate I am able 


1959 is $35.50 a 


year, 
share 


1956 


were 


to get 


right now for share 
and some analysts are willing to pre- 
dict between $38 and $40. Thess 
mates reflect prevailing enthusiasm 
They look high 

Dividends on the Dow are 
difficult to estimate. In the first nine 
1958 the figure $14.17 


estl- 


more 


months of was 


In the 12 
months ended with 
September the fig- 
$21.08 
$21.61 in 
the 12 #=monihs 
ended with De- 
cember of 1957, 
$22.99 in 1956, $21.58 in 
$17.47 in 1954. For a guess, I would 
say that the Dow may pay $22.50 to 
$23.50 a share in 1959. The 
in dividends of the DJ rails 


larger, 


a share 


ure was 


against 


1955 and 


increast 
may be 
on a percentage basis, than the 
dividends on the DJ in 
The 


stock dividends will continue 


increase In 


dustrials trend toward small 
There will be more new stock issues 
1958. To some extent 
the “shortage” of stocks will be eased 


The current level 


in 1959 than in 


by new stock issues 
of stock 
nancing 


prices encourages equity h- 
and the that 
be paid fon money 


higher prices 


must borrowed 
moderately discourages bond financ- 
ing 

In spite of all the 
faced by the Federal Government and 
the States, I am looking for a bette: 


bond market some time this year. As 


fiscal problems 


stocks go up and bonds go down, some 
of the institutional interest in funded 
securities should revive 

What inflation? As a 
eralization, I would say that the actual 
1959 
than the expectation of inflation now 
I would remark also that the incidence 
(the direc 
has been more toward 
market 
commodities, 01 


about 


gen- 


inflation in will be no greate: 


of inflation this past yea 
tion of funds) 
the stock 
and 


than toward goods 


even toward 
To escape from inflation, in- 


wages 


vestors have been creating inflation 


in the stock market. For 
they 


a longe pe- 


riod, probably will continue to 
do this 
What about the * 


all, it is not the things we know, but 


unexpected”? Afte: 


the things we do not know in advance 
the surprises, which make for the 
, 

large} intermediate 
stock Look out for 


which threatens to upset the 


movements i 
prices anything 
accepted 
assumptions” on which this market is 
1) That there 


cold war and not hot war. 2) 


will be continues 
That in 
flation is a way of life for this genera 
3) That the growth of the econ 


based 


tion 


omy (and of earnings) in the next five 


or ten vears will be aS great and as 


consistent as in the past five or ter 
years. 4) That business cycles, if not 
entirely eliminated, have been blunted 
into unimportance. 5) That technologi- 
Cal progress ine vitably 


means hnighe 
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and higher earnings. 6) That this 


country can do everything better than WOULD YOU SPEND 


any other country, and need not fear 


competition. 7) That all you have to do 
is to own blue chip common stocks to $ 
become rich. Right now the stock 
market religiously believes all this; 


some of it may not be true 


But all this, or most of it, is con- for investment Success 
cerned with “fundamentals.” Actually, 
as we have found in 1958, prices for 


stocks are determined by the law of in The Opportunity Year Ahead? 


cnr ge Pr oat »A a . . - just $20 a year for the facts and guidance you need 
a an Ee Saree tae ware to help make the best possible decisions regarding your 


is “going electronic” it buys electronic + = “cig . 
, ; : 1 s | od 
shares, sometimes quite blindly—just ecurities during this important period. 


as it bought radio shares blindly in (7 ELL, that’s all it costs you for the most complete investment service we've 
1926-1929 when the world was “going been able to devise after 56 years of successful experience . . . the same 


radio.” If it thinks the Middle East is service already endorsed by more than 59,000 investors who thoroughly believe 


‘ ” that it’s worth ever : f the $20 . -- : 
a “powder keg,” whether it is right o1 ‘ ovary penny of Che C50 Chey pay—end mevel 


wrong, it does not buy British Petro- BECAUSE HERE'S WHAT YOUR $20 BUYS... 


leum even though the stock is dirt — . The Finencial World 
cheap in relation to domestic oils and [—T\npepenpeny | “Independent Ap- 
is fully reflecting the risk. If people } APPRAISALS =| praisals”’ 64-page 
won't sell “growth” stocks like Inter- sae 
national Business Machines, Polaroid 


The annual “Stock Fact- 
ograph” Manval « 31 
page indexed review of 





guide to nearly 2.000 more than 1,800 stocks—a 
stocks sent each 
month to every subscriber. Detailed di- 
gests on prices, earnings, dividends. Our 
capital gains tax penalty involved in individual ratings for comparison and 
taking profits, a few (or many?) may profits. (Similar guides cost up to $24.) 
keep on buying them even at 50 or 60 _ aie 
times earnings. It is not cynical to say “= se Specialized, personal 
‘ as sa po and confidential advice 
that no one can tell how far these Advice by-Mail about anv investment 
vogues, or. anti-vogues, may go It as often as four time- 
is simply stating a fact a month. The best and most considered 
What are some of the stocks I think opinion we can mail you en any par 
50° ticular stock the most seasoned advice 
will do well in 1959? Not necessarily we can give you on whether to buy. sell 
“the best.” because no one locates “the or hold. (Available free to subscribers 
best” except by accident. I like the can't be purchased alone at any price 


coppers better than the aluminums, 


parade of pertinent facts 
that highlight their good 
and Texas Instruments because of the points and bad makes the 
Factograph indispensable 
as a ready-reference guide 


Sold separately at $5 


IN ADDITION TO §rErnm 
L 


woORLD 





A full year’s sabserip 
tion to FINANCIAL 
WORLD 2 fact-packed 
issues of « magazine pub- 
lished for just one pur 
pose to keep vou 

current on exactly what's 
happening and why. in 
the world of aecks, bonds and business. to 
catch trends a« they tart. to let you profit 


from the most attractive opportunities te buy 


and of these would suggest Anaconda, FREE 


or «ell Cost $26.00 at vour newsstand 
Cerro de Pasco, Kennecott and O’okiep ; ’ 
. : if vou act NOW! XH, 
Copper. I think British Petroleum is é yd 
the cheapest of the oils. Allied Lab- This 72-page book on P, Ves; 
- - . : ay P the basic prin iple- and Offs, 
oratories may have a bigge: potential : 
: procedures of invest 

than the more advanced drug issues 


JF that sounds like $20 worth of 

tex-deductible expense to you, 
. . » $20 thet will increase your income, 
improve your portfolio and assure in- 
vestment success .. . just return this 
“ad” with your name and address, and 
your check or money order. (26-week 
trial offer includes all these services 
for $12.00.) 


* How to Read Market Action 56 YEARS OF SERVICE TO INVESTORS 
pate at a reasonable price in the an- : Cialis Gein De 

ticipated prosperity of the steel indus- + Wet te tach tor te FINANCIAL Wi R 
try. Ryder System looks like an ex- Mutuol Funds 

cellent “growth” stock. Please note Dept. FB-11—17 Battery Place, New York 4, W. Y. 


that none of these is suggested as a 


ment success tree 
International Telephone is a_ solid with your order 


reasonably priced electronics issue + Planning © Portfolio By 
My favorite automobile stock is Ford » tavestian Ger Crete 

Motor. Highly leveraged Baltimore & 
Ohio looks like a good way to partici- 


+ Investment Timing + Growth Stocks 





‘hot’ issue to beat the market ove: 


the near term. I'm not picking “hot” ——— FREE pate aren AGES 60 to 80 


ones right now ee a attes . 


The Oldest Cyclical Forecasting S« 

formerly of 82 Wall St. N.Y For complete information by mail 

rite to write to Old American Insurance Com 

funds, one way or another, to keep it W. D. GANN Research, In Box 6248 AIRPORT pany, Dept. LIO9N, 1 West 9th, Kan 
going and speed it up. The American Joseph L. Lederer, Pres St. 21, Mo 


I think the building industry is 
headed into an excellent year because 
I look for Congress to provide the 


sas City, Mo., giving year of birth 





public now regards housing as the 
No. 1 “prestige item” for any family — 
That's important, and it goes a long TYPING CORRECTIONS BOOK MANUSCRIPTS 
vay to keep the boom going WITHOUT ERASING eoucmense 


When You Use erative publisher wt ers «8 se 


‘. publicatior higher royalty, nat a) distribut 
Advance release of Forses columnists = = snd beautifully designed books. All ibjects wel 
regular ‘les Tre »*o . : med. Write, or send your MS directly 
egular articles, excepting Mr. Lurie’s (The eradicable typewriter ribbon) GREENWICH BCOK PUBLISHERS, Inc 
“ill be airmailed to readers on the day AETNA PRODUCTS CO., Inc Atten. MR. meLton ase wire AVE 
. NEw K A176 
f-their writing. Rates on request P 0. Box 438 Hicksville, WN. Y. 
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WILL YOU MAKE 


Even Larger 


STOCK PROFITS in’59? 


And will you be prepared in advance in case 
emotions grab the market and start stock prices 
towards dizzying heiehts? 

Read SPEAR & STAFF'S Unusual 3-Section 


1959 FORECAS ON BUSINESS 


AND STOCKS 
which also includes 


"19 Special Stocks for Large Gains in 1959"" 
as follows: 
4 Electronic Stocks Picked As ‘‘Best’’ Out of 153 
5 Strong Stocks For Income And Gradual Growth 
4 Stocks For Large Advances On Increased Earnings. 
5 Low-Priced Stocks For Expected Extra Big 
Run Up Profits 

1 “Sure and Unduplicatable ‘Built-In Growth Stock 
We think your best 1959 profit opportunities are 
among these i9 Special Stocks. And you should 
also know about the certain conditions which 
could start ‘frenzied finance” in 1959 and 
what steps you should take if it does. Send for 
your copy of this 1959 FORECAST--yours with a 
5-week trial to the SPEAR MARKET LETTER—just 
$5. (New readers.) Send to Box S-10 


SPEAR & STAFF, Inc. 


Babson Park, Mass. 


THE TOP TEN 


After years of research we offer “THE TOP TEN,” 
an analysis of the ten most active stocks of the 
week listed on the N. Y. S. E. This analysis is 
keyed to timing—volume—price range, and vola 
tility. To the best of our knowledge this is an 
important ‘first’ in stock analysis. 

How often have you wondered if it were safe 
to jump in and luy when such stocks as 
AMERICAN MOTORS, LORILLARD, POLA- 
ROID, REXALL are being traded in thousands 
of shores at the top of the most active list? 
We believe that we can now answer this vital 
uestion. 

he investor who insists on being fully informed 
will find many answers to the problem of estab 
lishing positions in many good situations as they 
come to the fore 


CAPITAL GAINS 
To achieve capital gains is a primary objec- 
tive for investors in all tax brackets. To help 
you attain this goal we would like to have you 
read our book ‘TRADING BLUE CHIPS FOR 
CAPITAL GAINS."' We will send you a copy 
and 3 weeks of our complete advisory service 
including the new "‘TOP TEN ANALYSIS" for 

only $1.00 (or $1.25 airmail). 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 
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UP 20,700%., 


.- ine 4-year period, eit WARRANTS 
howed the above percentag gain, a $500 in- 
vestment appreciating to $104 000 The 
RANTS of Richfield Oil, Tri-Contine 
Atlas Corp had comparative rise 
RANTS move faste ind f ! in 

he pe of se 
If you are ted in capital 
pprectation be to ead 


“THE SPECULATIVE MERITS 
OF COMMON STOCK WARRANTS” 


Fried 


intere 


by Sidney 
Wa a I 
many avenue tft 


€ describes irrent 


eames swiss 


 saup 


For eer copy send $2 to the publishers, 

R.H.M. Associates, Dept. F-123, 220 Fifth 
Ave., New York I, 
descriptive folder. 


ab Ga. Ge SD TA SS TS RG 


N. Y., or send for free 
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CORPORATION 


79th Consecutive Dividend 


The Board of Directors of Rome 
Cable Corporation has declared c« 
secutive Dividend ‘ 79 for 
cents per share on the 

Stock of the Corporatior 
January 3 ) h 


Grrarp A. Wr 
).. Decemt 





The Year Ahead 


THE growing practice ot economic 
forecasting for a full year ahead is 
about as meaningless as the indis- 
criminate mailing of Christmas cards. 
It is not only that the margin of error 
increases in geometrical progression 
the farther one attempts to look ahead, 
but also because the prognosticators 
their views, to 
give them an optimistic slant. People 
like to indulge in wishful thinking 
at this time of the year and at any 
other time, They don’t want to 
hear opinions which might disturb 
comfortable illusions. The custom of 
forecasting what people like to read 
rather than what they should know 
is particularly widespread in the field 
of stock market predictions which 
are almost invariably bullish. 


are expected to color 


too 


This is the ninth time that I pre- 
sent the results of my crystal gazing 
to the readers of Forses. I am writing 
this column at a time when stock 
prices are close to the highest level 
ever attained and with the prospect in 
sight that new peaks will be reached 
long. However, in 
look ahead for a full year 
pelled to give a firm warning against 
overconfidence and complacency. It 
that reason that my 
in this New Year edition 
most innocuous heading: 
AHEAD.” 

The wording becomes more 
per in the 
here a year ago which read 
YEAR OF OPPORTUNITY” 
quote the following paragraphs 
“While I 

[the possibility of a depression] 
as well as of the fact that the 
called built-in stabilizers have 
never tested fire, I 
probabi favor a 

brief mild de- 
activity. The po- 


consequences ol 


before trying to 


I feel com- 


is for column 
carries a 


“THe YEAR 


mean- 
one used 
“1958 

which | 


contrast to 
from 
am aware of this dange1 


so- 


undet 
lities 


been 
that 
‘ely 


econonmiic 


believe 
comparattit and 
cline in 
litical 

American depression would be 
that both the 
and the monetary 
thorities will and must make every 
effort to forestall it the 
budget deficits, and renewed 
By 


the minor evils 


and _ social 
an 
so serious Adminis- 
tration au- 
even at 
cost of 
they 
Il am confident that 
done 

If this should turn out to be 


inflation comparison, are 
it can and will be 
the 
coming year, 
1958 will be 
but 


of oppor- 


of events in the 
the 
not to be 


course 


then, for investor, 
di € aded, 


urd to, a 


a yeal one 


to look forw year 
tunity 


Many good 


by HEINZ H. BIEL 


discounting the 
future pretty 
far ahead, as I 
used to say in 
this column. 

Present prices | 
are realistic, and ‘ 
investors are of- 
fered not only liberal 
yields, but also an appreciation po- 
tential that should prove to be far 
greater than the downside risk 

The foregoing was written twelve 
months ago with the DJ industrial 
stock average around 425. At 
ent it stands at 560. Once again we 
have reached a stage where stock 
prices discount the future pretty far 
ahead—in fact, in some instances not 
only the future, but the thereafte: 
as well. 

There is no doubt in my mind that 
we have entered the most dynamic 
or putting it more bluntly—the most 
speculative phase of a bull market 
that is now in its tenth year. I don't 
think it is posible to predict how far 
it will go and how last 
Only one thing is sure: greate! 
the the the 
subsequent penalty 

So far, however, 
cation that the culmination 
imminent. If it come during 
1959, it will likely be in the 
second half of the year. The reason- 
behind this optimism is 
that the 
from its 1957-58 slump is not yet in 
still 


to Lo 


dividend 


pres- 


long it may 
the 
severe 


excesses, more 


there is no indi- 
point is 
does 


more 


ing relative 


simply business recovery 


an advanced stage and has a 


before 
Even 


though prices of a great many stocks 


considerable distance 


reaching boom proportions 


are plainly excessive, even if we in- 


dulge 


ot earnings 


in the most estimate 
that 
boom, it 
the 


should reach its peak 


optimistic 
may conceivably be 


attained in a would be ex- 


ceptional if market as a whole 


far ahead of 
general business activity 

It should be 
boiling stock market such as wt 
tip 
eagerly sought than sound investment 
advice It seems so 
the market, 
‘quality” 
the 
temptation to 


frankly recognized that 
in a 
have at present a good 


IS more 
easy to make 


money in and who cares 
so long as the tip is 


stock The 


get easy 


about 


good and goes 


up 
that 


great to 


some ol 
irresistibly 
the 


are discarded and 


money is great, 


many. This is time -vhen good 


intentions investors 


become traders, and speculators be- 


come gamblers 


it from me to preach a ser- 


JANUARY 








—10 DAY FREE EXAMINATION— 





THE HOW ano WHY oF 
INVESTMENTS 


PRINCIPLES, PRACTICES 
and ANALYSIS 


by DOUGLAS H. BELLEMORE, 
Professor of Finance, N. Y. U. 


7s BIG VOLUME points up for.you 

the investment problems arising 
today with particular emphasis on 
price as the most important factor you 
have to consider to make wise invest- 
ment decisions from here on. Tells you 
when not to buy "growth" stocks. Points 
out the weaknesses of the Dow Theory 
and other technical forecasting de- 
vices. Explains in full the foolproof 
methods of successful timing techniques 
you can use to avoid buying at the 
peaks. Supplies valuable guideposts to 
investment planning for the individual, 
as well as the institutional buyer. 


Discusses each and every class of se- 
curity, including mutual funds, with 
specific tests for evaluating each. De- 
votes the last 13 chapters, a veritable 
book in itself, to security analysis with 
many actual examples of professional 
analyses. This section should prove in- 
valuable to the sophisticated investor, 
fund manager, institutional buyer and 
professional analyst. 


The 198 charts and tables make it 
one of the most comprehensive invest- 
ment books published. 


Endorsed by Leading Colleges such 
as: Boston College, C.C.N.Y., lowa 
State, Loyola, Oklahoma, Texas, 
Washington and Lee, etc. 


FORBES INC. 


70 Fifth Ave., New York 11, N. Y. J-1028 
Bellemore's book 
approval. Within 10 
remit $10 (plus postage and 
return the book and owe nothing 
rders please add 3 


Please rush me Professor 

INVESTMENTS” on 

days I will either 

handling! or 
N 


On vf 


tor sales tax.) 
NAMIE 
\DDRESS 


cry ZONI STATE 


Check here if vou remit $10 
ind handling charges 


rivilege 


saving postage 


Same 10 day refund 





mon, to condemn gambling and to 
But | think it is 
vitally important for people to under- 


stand what they are 


praise conservatism 
Nothing is 
more dangerous than the kind of self- 
delusion that crops up at this 
bull market. It is bad 
when quality is sacrificed for a greater 
but 

convinced 


doing 


stage 
of a enough 


appreciation potential, when an 


amateur becomes after a 
few profitable transactions that he has 
mastered the stock market 
success, he is bound to be charged 
with a stiff tuition at some later date 
Full awareness of the risks invelvec 
is the protection, and no one 
should expose himself beyond the risk 
he can afford 


secret ol 


best 


The principal, and by now the only 
reason for investing in common stocks, 
is their inherent potential for price 
appreciation which is lacking in most 
other investment 
the 
tal because of 
inflation 


media. This is es- 


sential fo preservation of capi- 
effect of 


With the yield on govern- 


the eroding 


ment bonds now exceeding the aver- 
age dividend return on_ industrial 
stocks, and with the yield on Aa-rated 
first bonds exceeding the 
return on utility stocks, the stock 
market today, in contrast to a year 
ago, obviously offers no attraction to 
the 

It is my opinion that common stocks, 
even at 


mortgage 


income seeking investo! 


present levels, retain poten- 
tialities sufficiently attractive to justi- 
fy the maintenance of a fully invested 
position. This applies particularly to 
investment holdings where the tax on 
realized capital gains would amount 
considerable 


to a percentage ol the 


present market price 


less clear cut 


The decision is much 


for new investments in common 


stocks. In too many instances prices 


already have reached a level where 
the probable gain 1s 
than the 
this 


much of 


not appreciably 


greate) possible risk, and 


wheneve! situation exists, as it 
1956-57, the 


cipal ingredient for successful 


did during prin- 
invest- 
ment is absent, namely odds in favor 
of the } 


pared to take a ve 


investo! Unle 


and to 


ignore inter, 
clines, the investor should becom« 
creasingly 


cautious as 


soon as 


odds are no better than ever Othe 


wise, new commitments should 


made only on a temporary an 
tinctly speculative basis, with ; 
ness to take prohits evel 


still 


investo! 


‘short-term,’ thus cl 
into a trade 
As in the 


devoted in 


past this 
the coming 
cussion of stock 

general and te individual 
with merit and appreciatio 
bilities, eithe a nvestmer 


speculations 


ACCOUNTS 
INSURED TO | 0,000 
-ooltneed 


FREE LIST of 
Federo Sav 
ings Assns. poying up to 


- per annum qvuorterly 


ALBERT J. CAPLAN & C 


Me 
Boston & ? 


1516 Locust St.. Phila. 2. Pa 


FLUOR 


Engineers & Constructors 


The Board of Directors of The 
Fluor Corporation, Ltd., has 
declared a regular quarterly 
dividend of 30 cents per share 
on capital stock payable Janu- 
1959, to stockholders 


of record January 7, 1959. 


ary 23, 


Francis E. Fischer 
Secretary-Treasurer 


Los Angeles, Calif. 
December 8, 1958 


DEO Di Ee Gm ee aa om | 


td 


CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. ¥ 


Piss ie een et 


1h. 


DIVIDEND No. 44 


Tus BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 
and One-Half Cents (52'2¢) 
per share on the capital stock of 
the Company, payable February 
16, 1959 to stockholders of re 
ord at the close of business Jan 
vary 15, 1959 

JOHN MILLER, Secretary 


December 10, 1958 


CANADIAN PACIFIC 


RAILWAY COMPANY 
DIVIDEND NOTTICI 








de Vegh 


Investing 


Company, 
Inc. 


Capital Stock 


There is no sales load 
or underwriting com- 
mission payable to any- 
one. 

The subsc ription price is the 
net asset value per share 


Mail the coupon belou for 


a copy of the Prospectus. 


deVegh Investing Company, Inc. 
26 Broadway, New York 4 


Name 


Address 














T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


a 
OBJECTIVE: Possible long 


growth of principal and income. 


OFFERING PRICE: Net asset value 
There 


load or commission. 


term 


per share. is no sales 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 











Free booklet- prospectus describes 


The Common {= 
Stock Fund E 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and possible growth through com- 
mon stocks selected for their invest - 
ment quality. 


Name 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N. Y. 








THE FUNDS 


BUYING CHEAP 

EveryOne knows that the way to get 
rich is to buy cheap and sell dear. But 
not even Bernard Baruch has ever 
figured out precisely how this is done 
In practice we know it can’t be done, 
yet oddly enough the first half of the 
buying cheap—is possible 
for every investor. How? By dollar- 
cost-averaging. The mathematics of 
dollar that 
you always buy at less than average 
market price. This is because you buy 
comparatively fewer shares when the 
price is 


process 


cost averaging ensures 


higher, and comparatively 
more when the price falls 
Dollar-cost-averaging sounds diffi- 
cult. But it isn’t. It is simply a matter 
of investing a certain sum of money 
every month (or every quarter, o1 
sticking with the 
program come hell or high water. The 


results in practice are surprising 


every year) and 


Take the case of a man who started 
a ten year investment program in 
1929 when the market was at its high 
Suppose he could have invested in a 
hypothetical Dow Jones fund, whose 
portfolio contained the same stocks as 
the Dow Jones industrial average and 
Over the ten 
years, the average market price of the 
DJI was 151.3. The average cost of his 
shares, however, was just 124.6. That 
meant that even in the 
markets, the 
would come out fairly well (see table 
below) 

The table covers one of the worst 
periods the market has ever known 
The DJI ended the 10 years at less 
And 
reinvested 
his dividends. Yet—and this 
is a very big yet—he came through 
slightly ahead of the game 


in the same proportion 


roughest of 
dollar-cost-average} 


than one half its starting value 
our hypothetical investor 


none ol 


Needless to say, it requires a strong 


and iron nerve to continue buying 


regularly in a falling market. If your 





generally declining market. 


Dow-Jones 
Industrial 
Average’ 


No. of 
Shares 
Bought 


311 3.22 
236 4.24 
139 - 7.19 
65 
84 
98 
120 


162 





HOW IT WORKS 


Here is an example, very much oversimplified, to show how 
dollar-cost-averaging can protect stock market money in a 
The investment, $1,000 once a 
year, is made in a hypothetical "Dow-Jones Industrials’ Fund. 


nerve fails you, then you lose the ad- 
vantages of dollar-cost-averaging. On 
the other hand, look what has hap- 
pened to the investor’s 80 shares of 
hypothetical Dow Jones Industrial 
Fund. Held until today they would be 
worth some $44,500 and would return 
around $1600 a year in dividends 

This leads to two conclusions. One 
is that it doesn’t matter whether you 
start dollar-cost-averaging when the 
market is rising or falling. The best 
time, in fact, is the present. The othe: 
is that a mutual fund is an excellent 
vehicle for dollar-cost-averaging: 
spread over 50 or more securities it 
protects against the souring effect one 
lemon could have 

Does this seem a strange time to be 
thinking about protection in declining 
markets? No, Forses is not crying 
doom at the start of 1959. We are 
merely pointing out that dollar-cost- 
averaging is a very good thing for the 
average irivestor to take advantage of 
in any kind of a market 


HAPPY OLD YEAR! 


which mutual 
funders will have nothing but happy 
Mutual funds had a re- 
soundingly good year in 1958. Total 
net assets made a. spectacular leap of 
almost 50°, from $8.7 billion on Jan- 
uary 1 to $12.8 billion on December 1 

The National Association of Invest- 
ment Companies attributes this $4.1 
billion third to 
money and two thirds to the rise of 
the market. New money includes re- 
invested capital gains and dividends, 
as well as 


Last year was one fo1 


memories 


increase one new 


new business written by 
salesmen 

The salesmen had a good year too 
They $1.6 billion 


money. Withdrawals, in contrast, were 


brought in new 
no more than $450 million. For the to- 
tal business they wrote, the salesmen 
bette: $100 


commissions fo1 


earned than million in 


themselves, dealers 
wholesalers and sponsors 
Finally, two funds that made thei: 


debuts in 1958 soared into the aristo- 





Total 
Shares Total 
Bought investment 


Market Value of 
Total Shares 


3.22 $1,000 

7.46 > 000 
14.65 3,000 
30.03 4,000 
41.93 5,000 
$2.13 6,000 
60.46 7,000 
66.63 8.000 
72.65 9,000 
80.24 10,000 


$1,000 


1 
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cratic $100 million assets club—some 

25 funds strong. One William Street — , 

Fund, sponsored by Lehmans’, started SEE YOUR 

in June, now has 105,000 shareholders 

and $270 million assets. The Lazard TME V T D E 4 L ER 
Fund which was started in July; it " aii < a 
has 13,000 shareholders and $135 mil- 


lion assets. A B O U ‘i 


THE BIGGEST OF THEM ALL 


LONG accustomed to take for granted The 

the fact that their's was the largest 

open-end fund, admirers of Boston's 

Massachusetts Investors Trust had a ONE ONE WILLIAM 
nasty shock towards the end of 1957 STREET 
Investors Mutual, the huge Minne- 

apolis balanced fund, had stolen the WILLIAM 

lead. At the start of 1958 the score 

was $992 million to $976 million in 


Mutual’s favor. STREET 


By July these two great funds were 
neck and neck, Mutual still clinging 
to a slight lead, $1,151.2 million to FUND, inc. 
M.I.T.’s $1,149.8 million. As the mar- 
ket rose, however, the stock fund 
forged ahead. By-the middle of last 


month M.I.T. breathed again. It held 


a comfortable but not commanding -al ; 
lead, $1,369 million to Mutual's $1,326 trial enterprise with emphasis on long-term capital growth 


an open-end management investment company 


investing in the securitics of American business and indus 


million possibilities and current income 
What was surprising, however, was 
not that M.I.T. was ahead: M.LT. is a Prospectus on request WILLIAM STREET SALES, INC 
stock fund, and stock funds have han- One William Street, New York 4, N. Y. 
dily outsold balanced funds in the past 
few years. But it was impressive to 
behold that balanced Mutual Investors 


was nevertheless nearly keeping up Let Barron's Help You 


It's ahead, in fact in number of‘share- 


holders: they now number over 280,- 
000, far more than M.I.T.’s 196.770 
In a sense, Mutual's is the older 


i 
i 


organization. Mutual is managed and GLADDING McBEAN & co 

distributed by Investors Diversified ’ ; 

Services, Inc. A publicly held cor- Los Angeles, California INVESTMENT 
poration with shares traded over-the- DIVIDEND NOTIC 
counter, IDS currently is controlled i seamen diaidiail ath ha wer stein 17 weeks’ trial only $5 


by the Murchison-Richardson inter- has been declared - the « 
° 2 . on stock this « pe 

ests of Texas, but Allegheny Corp. is able on January 1955 
of 


lers ord at 


trving to get the shares back in its 
own portfolio. IDS has been selling 


siness on January 


face amount instalment certificates , 
: Jecember 3, 1958 
since 1894 and consequently has a 

















large and experienced sales organi- 
zation. IDS also has its own method 
of distribution: rather than selling 





through brokers and investment deal- 
ers as most funds do, it has its own 


sales staff, goes in heavily for door- 





bell-pushing salesmanship 


Whatever the explanation for IDS’ “Word of Mouth” 


success, howevel there was no ques- Most new subseribers come to ux that 


tion last month that it was doing an way Next time a trading system 
hangs you high. ltining other pockets. 
outstanding sales job Add in the net yours, and you reach that day of 
other IDS funds” and you come up doubt—then act For a rational, non 
. peripatette approach toward capital 
with a grand asset total of $1997 building, getting better income, avail 
yourself of these penetrating weekly 
million, making it far and away the advisery letters 
biggest outfit in the mutual funds SPECIAL OFFER: % weeks trial. just 82 
business Clip this ad. Mail todas 


THE BUCK INVESTMENT LETTER 
Box 306 Danville. California 
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y * Smportant Message 
- 


Your 1959 Investments 


from DN c A "e y / ), rroll, sn lor, . Fo -_ “ rilies Whe nag ement 


n 1959, as perhaps never before, you will be 
faced with a continuing stream of important 
decisions to make concerning the set up of the 
stocks you own 


With today’s perplexing ‘market situation, you'll 
have to decide right now—and many times through- 
out the coming year—1l. Should I build up my cash 
reserves and be ready to move at more attractive 
buying levels? 2. Or, should my present cash re- 
serves be more fully invested? 3. Is now the time 
to take paper profits? 


When vou decide to buy in 1959, the big problem 
really begins. Many stocks have been winning 
“popularity contests” and are now overpriced 
others with sound intrinsic values have not yet 
reached their full potential in growth and apprecia- 
tion. How will you know which stocks to buy and 
which to avoid? 


Now is the time for a complete and painstaking re 
view to make sure you are getting the most in 
earnings, assets, management and growth for each 
dollar invested—and to make sure your investments 
are truly in line with your personal and family ob- 
jyectives 


During the coming year, it will be more important 
than ever that you give constant attention to where 
you commit the life's blood represented by you: 
savings. You must review and modify your entire 
investment program as changes occur in economik 
conditions, in technology, in your own income and 
family situation 


SOME ADVANTAGES OF FORBES 
SECURITIES MANAGEMENT SERVICE 


Draws upon the statistical-research faci 
ties of the famous 4l-vea id Fors 
organization 


No connection whatsoever with broke 
dealing in securities. Thus recommenda 
tions are thoroughly impartial, unbiased 


No one counselor acts alone You get 
recommendations based on _ the 

bined specialized knowledge of many 
investment experts 


You have a person-to-person relationsh 
with a seasoned counselor 

with him at any time on mi: 
cerning your program 


You are kept posted on development 
new profit opportunities, of spec ! 
terest to your particular investment 
jectives 


126 


This is the kind of job we in FORBES SECURITIES 
MANAGEMENT have been doing for many clients 


for some time 


As a part of the famous FORBES organization, my 
staff and I are able to draw upon its unparalleled 
statistical-research division at all times—we call 
upon the combined thinking of the many experi- 
enced security analysts on our own staff—and main- 
tain close contact with important company and 
industry sources who often provide information 
which is not publicly available. All of these factors 
are considered in the constant checking of the 
securities you own 


Largely because the experience and facilities of the 
41-year-old FORBES organization is available, the 
cost of creating a tailor-made program built around 
the needs and objectives of investors with substan- 
tial portfolios is moderate. And normally even this 
small cost is tax-deductible 


I would like very much to tell you just how this 
important service can free you of the time and 
energy-consuming job of guiding your own invest- 
ment fortunes, can move your money into more 
profitable channels and give you financial peace of 
mind 


The information you give on the coupon below will 

be considered strictly confidential and, of course, 

there is no cost or obligation for a copy of the book- 

let on “FORBES SECURITIES MANAGEMENT 

which we will mail to you at once. Simply give me 

the details asked for on the coupon and mail it t 
al attention. Thank you 


Df reg Favre oll 


Mail Coupon—No Obligation 


Forbes Securities Management Inc. 
70 Fifth Avenue, New York 11, N. Y. 
Dear Mr. Parrott 
I may be interested in retair g£ s€ 
FORBES SECURITIES MANAGEMENT. W 
kindly send me without ob tior I 
tails? My present invest: 
nately $ I 

cash available for 


ete 





INDEX OF COMPANIES 


Eleventh Annual Report on an Industry 


To 12/10/58 To 12/10/58 
1958 Range Last Indicated Indicated 1958 Range Last indicated Indicated 
High Low Price Dividend Yield Company High Low Price Dividend Yield 


as 
Continenta 
Addressograph-Muitigraph 
Admiral Corp 
Air Reduction Co 
Allied Chemical Corr 
Allis-Chaimers Mtg 


Continenta 
Crane 


( 


Aluminium Ltd 

Aluminum Co. of America 
American Airlines, tn 
American Bosch Arma rt 
American Can Co 


American Cyanamid 
American Electric Power Cc 
American Express Co 

Amer. & For. Power Co., In 
Amer. Home Products Cort 


Amer. Mach. & Foundry C 
American Marietta Co 
American Metal Climax, in 
American Motors Corp 
American Natural Gas Co 


Amer. Radiator & Standard 

American Stores C , } 1 y 

AT&T 6 i 1.2 Fibreb 
American Toba j 1 : 1341 2 6 1< Firestone 
American Viscose : 2.5 l First Nat 
Anaconda Food Fair 
Anchor # kin 
Arm Steel ( 
Armstrong Cork Cc 


Atchison, Topeka & 


Catert 
elanese ai 


hance Vought 


hesapeake & 


gate-Paim 
olorad nterstz 
umbia Gas 


Combustion Engineering 


mmonwealtr 





INDEX (cont.) 


To 12/10/58 
1958 Range 
High low 


Last 
Price 


indicated indicated 
Yield 


Company 


Kaiser Aluminum & Chemi 


Kennecott Copper Corp 
Koppers Co., tt 


Kroger Co 


Liggett & Myers Tobacco 
Link-Belt Co 

List Industries Corp 
Lockheed Aircraft Corp 


Lone Star Cement Corp 


P. Lorillard Co 


Louisville & Nashville RR 


McDonnell 
McGraw-Edison Co 
Mack Trucks, Inc 
Magma Copper Co 
Martin Co 


Aircraft Corp 


Minn. -Honeywell 
Minnesota Mining 
Missouri Pacific RR 
Monsanto 
Motorola, in 


Reg. Co 


Chemical Co 


National Airlines, In 
National 
Nationa! 
National 
Nationa 


Cash Register 
Gypsum Co 
‘ead Co 


Steel Corp 


National Tea Co 
New York Central RR 

Niagara Mohawk Power 
Norfolk & Western 


North American Aviation 


Northern Natura 
Northern Pa 
Northrop A 


Northwest 


Gas 


n Mathiesor 
Otis Elevator Cc 


Owens.-tilin 


Pan Amer 
Panhand 


Pennsylvania 


Peoples Gas L 


Phelps Dodge 


rter 
Procter & 
Pub 


Gamble C 


Serv. Elec & Gas 


Publicker Industries. tn 


& Mfg. C 


To 12/10/58 
1958 Range 
High Low 


Last 
Price Dividend 
22% 
607% 
2912 
71% 
70% 


148 
21% 


204 
62% 
1642 28% 
37% 71% 
32 687% 
90% 637s 87% 
481 312 481 

25% 16 21% 


0.50 


2.00 


f 


rp 
Railway 


In 


indicated Indicated 


Yield 


2.5 


7.1 


4 
2 


0.9 
46 
4.2 
3.7 


Company 


inc 
Manufacturing Co 
Aviation Corp 
Republic Steel Corp 
Reynolds Metals Co 

R. J. Reynolds Tobacco Co 
Rohm & Haas Co 

Royal McBee Cor; 


Rayonier 
Raytheon 
Republic 


Safeway Stores, Inc 
Schenley industries, inc 
Shell Oil Company 
Sinclair Oi! Corp 
Singer Mfg. Co 


Smith-Corona Marchant, In 
Socony Mobil Oil Co 

So. California Edison Co 
Southern Co 


Southern Natural Gas Co 


Southern Pacific Co 
Southern Railway Co 
Sperry Rand Corp 
Standard Brands, inc 
Standard Oi! Co. of Calif 


Standard Oil Co 
Standard Oil Co. (N. J 

Studebaker-Packard Corp 
Sun Oil 


indiana 


Company 


Sylvania Electr Prod 


Tenn Gas Transmission ( 


The Texas Co 


Texas Eastern Trans. Corp 


Texas Gas Transmission Corp 


Texas Gulf Suiphur Co 


Textron, in 
Thompson Ramo W'd'ge Cort 
Tidewater Oil Co 

World 


Transcont 


Trans Airlines, in 


Gas Pipe 


Line 


Hiram Walker-G'ham & W'ts 
Westinghouse 

Weyerhaeuser 

Wheeling Stee 

Whirlpool! Corr 
White Mot 


ston 
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Forses Hatr-Price Book SALE 


Save 50% and More—Inventory Clearance of Forbes Business Books 


lake advantage of the greatest book sale im 


tory! A umique group of business books 


" ' ; . lactl 
ess iv i 4 as 


Don't miss this opportunity to build up yout 
with vital Forbes books that tell you how to 
business progress; sharpen your “sell-how’ 


our tavor get to the top and sta 


WAYS AND MEANS TO 
SUCCESSFUL RETIREMENT 


by Evelyn Colby & John G. Forrest 


NOW $1.75 


AMERICA'S TWELVE MASTER 
SALESMEN 


ckendort 


WAS $3.00 NOW $1.50 


THIS WILL KILL YOU 


by Charlies Furcolowe 


} 


WAS $2.75 NOW $1.38 


REVIEW AND REFLECTION 
—A HALF-CENTURY OF LABOR 
RELATIONS 


by Cyrus S. Ching 


WAS $3.95 NOW $1.98 


THE DICTIONARY OF 
BUSINESS & INDUSTRY 


NOW $3.98 


FORBES. JANUARY 1 


» a happy ect 


retet 


SOLVING PUBLIC RELATIONS 
PROBLEMS 


by Verne Burdett 


ers 


> $3.00 NOW $1.50 


10. UNUSUAL EXPERIENCES 


Collected and orranged 
by 8. C. Forbes 


NOW $1.50 








—> SPECIAL <— 


COMPLETE FORBES BUSINESS 
LIBRARY OF ALL 7 BOOKS 


ORIGINALLY $2 765—Now ONLY $4250 


MONEY BACK IN 10 DAYS IF NOT SATISFIED 


MAIL COUPON NOW 
WHILE THEY LAST! 














FORBES INC. . 
70 Fifth Avenue, New York 11, N. Y. 


ALL 7 BOOKS $12.50 (Originally $27.65) 


THIS SPECIAL OFFER GOOD ONLY UNTIL JANUARY 31, 1959 





ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


It is not a question of individual o1 
class or sectional interest, much less 
of party predominance, but of duty 
of high and sacred duty 
are all sworn to perform. 
not support the Constitution with the 
who 
and believe in it, we must give to it 
at least that fidelity of public servants 
who act under solemn obligations and 


which we 
If we can- 
love 


cheerful alacrity of those 


commands which they dare not dis- 
regard ANDREW JOHNSON 
We should both remember and ad- 
central truth: The 
of the American Way is that it’s no- 
body’s business to say authoritatively 
what it is. Ours is a formula for pro- 
tected pluralism. The 
democracy runs on a wide variety of 
doctrinal fuel HARLAN CLEVELAND 


vertise a essence 


engine ol 


A quarrel between friends, when 
made up, adds a new tie to friendship, 
as experience shows that the callosity 
formed round a broken bone makes it 
than before 


St. FRANCIS DE SALES 


stronge! 


A man should be upright, not be 


kept upright Marcus AURELIUS 


Invention, strictly speaking, is little 
more than a new combination of those 
images ‘which have been previously 
gathered and deposited in the memory 
Nothing can be made of nothing: he 
who has laid yp no materials can 
produce no combinations 

Str JosHua REYNOLDS 
Some people will never learn any- 
this 
understand everything too soon 


ALEXANDER 


thing, for reason, because they 


Popt 


I always feel an optimist when | 


emerge.from a tunnel Rospert LyYNnp 
The chief thing necessary in orde 
that they shall work together is that 
the Northerner shall know the 

the man of 
know the 
that the man who works 
walk of life know the 
who works in another walk of life, so 
that we that the 
which divide us are superficial, are 
unimportant, and that we 
must ever be, knit togethe: 
indissoluble mass _ by 
American brotherhood 
THEODORE ROOSEVEL1 


Southerner, and one oc- 


cupation man of anothe 


occupation; 
in one man 


may realize things 


are, and 
into one 


our common 


The 
which 
weights 


everyday and duties, 
men call drudgery, the 

and counterpoises of the 
clock of time, giving its pendulum a 
true vibration and its hands a regula 
motion; and when they cease to hang 
upon its wheels, the 


cares 


are 


pendulum no 
the hands no longe: 
still 


LONGFELLOW 


longer swings 
the clock stands 


Henry W 


move, 


B.C. FORBES: 


In making New Year resolu- 


tions—-if you make any—why 


not make up your mind to be 
cheerful? Cheerfulness is among 


laudable 


good for your mind, it is good 


the most virtues. It is 


for your health. It helps to win 
And it 

and friendship of 
I have able 


to understand why cheerfulness 


success gains you the 
goodwill 
been 


others never 


is not a more conspicuous at- 
tribute of daily business. We are 
all smiles im our social activities 
often all 


activities 


frowns in our 
Why 


there be less cheerfulness im our 


and so 

business need 
daily round than in, say a round 
of golf? The following resolution 
submitted I shall 


to be cheerful 


is hereby 


consistently seek 


Whethe: 


can be measured only by the way he 


a man lives or dies in vain 
faces his own problems, by the 
failure of the 
within his 


suc- 


cess Oo} inner conflict 
And of 
God 


JAMES 


own soul this no 


one may know Save 


CONANT 


not what subject is taught il 
be taught well 


Tuomas H. Hux.ey 

False happiness is like false money 
it passes for a time as well as the true 
and 
but 
we find the 
feel 


serves some ordinary occasions 


when it is brought to the touch 
and 


Popt 


and alloy 
ALEXANDER 


lightness 


the loss 


Every man has two educations—that 
which is given to him, and the othe: 
that which he gives to himself. Of the 
two kinds, the latter is by far the 
more valuable. Indeed, all that is 
most worthy in a man, he must work 
out and conquer for himself. It is that 
which and 
nourishment. What we are merely 
taught nourishes the mind 
like that which we teach ourselves 

JEAN-Paut RICHTER 


constitutes our real best 


seldom 


Put not 
put youl 


your trust in money, but 
trust 


OLIVER WENDELI 


money in 
HoLMES 


The surplus wealth we have gained 
to some extent at least belongs to ou: 
fellow beings; we are only the tem- 
porary custodians of our fortunes, and 
let us be careful that no just complaini 
can be made against our stewardship 

Jacos H. Scuirt 
The hard making good is 
that vou have to do it again every day 


RALPH BELLAMY 


part ol 


The 


snob 


fair-minded man is never a 
He exercises his right to choose 
his associates among those whose 
ideas and ideals are in sympathy with 
him; but he does not assume that ths 
rest of the world is wrong or inferio1 
ol foolish He 


honest scales and weighs folks as he 


measures tacts or 


finds them, not as he hopes or wishes 
them to be HERBERT KAUFMAN 


Habit 


society, Its 


is the enormous fly-wheel ‘of 


most precious conserva- 
There is no 
than 
nothing is habitual but 
Full half of the time of sucl 


goes to the 


tion agent more 


miserable human being one in 


whom inde- 
cision 
a man deciding. or the 
regretting, of matters which ought t 
be so ingrained in him as practically 
not to exist for his t 


consciousness a 


all WILLIAM JAME: 


You'll 


you 


find as you grow older that 
very 
all. The time shortens 


up WiLutiAM Dean HoweLts 


werent born such a 


great 


while ago afte 


More than 3,000 selected 
available in a 544-page 


Deluxe 


book. Regi 


edition, $7.50 


lar edition $5 





for 


A Text 


Take heed, and beware of covetousness 


man's life consisteth not in abun- 


> ; 
dance of the things which he possesseth 


LuKE 12:15 
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Copper Extrusions Dimensional Tubing 


* 


wm 


~o ES 


Building Wire and Cable 


PHELPS DODGE 
COPPER WATER TUBE 





Magnet Wire 


FIRST FOR LASTING QUALITY FROM MINE TO MARKET 
.-- COPPER PRODUCTS made by PHELPS DODGE 





pper products serve you better is our busines 
products for your comfort and convenience 
nanufacturing member of a famous 


f pper with a reputatior 


fs 


PHELPS DODGE COPPER PRODUCTS 





IMPERIAL 


DECREE 





 SCRCEC 


You could close Vvour cves ric 
voursell thre caro Wats parked | 
Imperial, stlence is almost absolute 

It isa stlence decreed by 
reserves ol Powel th 

. OF Tatse TS VOC 

Tmperial’s is a 
bracing of tts new Roval Coacl 7 sai 

. > f ( 

The L999 
is thwarted by more than a 
scientifically placed sound barriers 
, | 
Imperial stlence is decreed by 


Cirrie proved torstonm bat SUSPeTISto 


the car from stress... s0 your Lmpertal wall sfay t. ee ef LC FICC Ii Chol egual 





